COUNTY OF ALPENA, MICHIGAN

Financial Statements
For The Year Ended December 31, 2007

STRALEY, ILSLEY & LAMP P.C.




ALPENA COUNTY

BOARD OF COMMISSIONERS

Dale Bell - District 1
Richard A. Donakowski - District 2
Thomas Mullaney - District 3

Lyle VanWormer - District 4

Probate Judge

Thomas J. LaCross

Circuit Judge

John F. Kowalski

County Officials
Clerk

Bonnie Friedrichs

Sheriff

Steven Kieliszewski

Register of Deeds

Kathy J. Matash

Population (2000 Census) — 31,314

2007 Taxable Value -- $900,659,792

Gerald Fournier - District 5
Mark Hall- District 6
Cam Habermehl - District 7

Bill Estlack - District 8

District Judge

Theodore O. Johnson

Treasurer

Joelyn K. McCallum

Prosecuting Attorney

Dennis P. Grenkowicz

Coordinator

Jeff Thornton



TABLE OF CONTENTS
COMPREHENSIVE ANNUAL FINANCIAL REPORT

County of Alpena
December 31, 2007

. FINANCIAL SECTION
Independent Auditors' Report
Management’s Discussion and Analysis (required supplementary information)
Basic Financial Statements

Government-Wide Financial Statements
Statement of Net Assets
Statement of Activities

Fund Financial Statements
Governmental Fund Financial Statements

Balance Sheet

Reconciliation of the Balance Sheet to the Statement of
Net Assets

Statement of Revenues, Expenditures, and Changes in
Fund Balances

Reconciliation of the Statement of Revenues, Expenditures,
and Changes in Fund Balances to the Statement of Activities

Proprietary Fund Financial Statements
Statement of Net Assets
Statement of Revenues, Expenses, and Changes in Net Assets
Statement of Cash Flows

Fiduciary Funds
Statement of Net Assets

Component Unit Funds
Statement of Net Assets
Statement of Activities

Notes to Financial Statements

Required Supplementary Information

Major Funds - Budgetary Comparative Schedule

Page

13
14

16
19
20
23
24

25
26

27
28

30

32

57



Individual and Combining Fund Statements
General Fund - Comparative Balance Sheet

General Fund - Budgetary Comparison Schedule of Revenues and
Expenditures

Combining Balance Sheet - Nonmajor Governmental Funds

Combining Statement of Revenues, Expenditures and Fund Balances —
Budget and Actual - Nonmajor Funds Governmental Funds

Combining Balance Sheet - Fiduciary Funds

Combining Statement of Changes in Assets and Liabilities -
All Agency Funds

Schedule of Indebtedness

Page

60

61

66

72

78

80

82



STRALLEY, ILSLEY & LAMP P.C,
2106 5. 23 SOUTH, 1.0, BOX 735

ALPEXA MICEGAY 9707
£meriffed Fubife Avcolmtiomes TELEPFITENE [95%) 356-4531

FAUSINETLE {84 3500
FIELAR T STRALEY £ T 4 TN, ALIIT AN LS NS CONSULTANTS

KOBERT I ILSLEY. CF.4,
BFERMARLYH LAMI. LA,

TERHEXCE B % LULE. L FA, . ) .ltETl.F!}'I!I
ALAHK L. SASUL LA CPA, (PRI & 2FTHERCLT, P4,
FAMEAE KEAERELE IS, CF A RN OV 4 ARl FREITE (PAL
InALUC L FYVREFS HOARHE ST A0 P

INDEFENDENT AUDITORS REPORT

Teo the Board of Commissioners
Alpena County, Michigan

We have audited the accompanying financial statements of the governmental activities, the business-type
activities. the aggregate discretely presented componant units, each major fund. and the aggregate
remaining fund information of Alpena County, Michigan, as of and for the year ended December 31, 2007,
which collectively comprise the County's basic financial statements as listed in the table of contents. These
financial statements are the responsibility of Alpena County, Michigan’s managemsent. Qurresponsibility
is to exprass apinions on these financial staternents based on our audit. We did not audit the financial
statements of the Alpena General Hospital, representing 54% of the assets, 54% of the net assets, and
B8% of the revenues of the discretely presented component units, and the Alpena County Road
Cormmission, representing 31% of the assets, 41% of the net assets, and 8% of the revenues of the
discretely presented component units. Those financial statements were audited by other auditors whose
report thereon has been furnished to us, and our opinion, Insofar as it related to the amounts included for
the Alpena General Hospital and the Alpena County Road Commission is based solely on the report of the
other auditors.

We conducted our audit in accardance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards.
issued by the Comptroller Generat of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whather the financial statements are free of material
misstatement, An audit includes examining, on a test basis. evidence supporting the amaunts and
disclosures in the financial statements An audit also includes assassing the accounting principles used and
significant estimates made by management. as well as evaluating the overall financial statement
presantation. We believe that our audit and the report of other auditors provide a reasonable hasis for gur
opinions,

In our opinion. based on our audit and the report of other auditors, the financial statements referred to
abave present fairly, in all material respects, the respective financial position of the governmental activities,
the business-type activities, the aggregate discretely presented component units, each major fund, and the
aggregate remaining fund information of Alpena County, Michigan as of December 31, 2007, and the
respective changes infinancial position and cash flows, where appiicable, thereof for the year then endsd in
conformity with accounting principles generally accepted in the United States of America.



o

In accordance with Government Auditing Standards, we have also separately issued our report dated May
30, 2008 on our cansideration of Alpena County's internal control over financial reporting and our tests of
its sompliance with certain provisions of laws. regulations. contracts and grant agreements and other
matters, The purpose of that repert is to describe the scope of our testing of internal contral over financial
repotting and compliance and the results of that testing, and not to provide an opinion on the internal control
over financial reporting or on compliance.  That report is an integral part of an audit performed in
accordance with Government Auditing Standards and shaould be considered in assessing the results of our
audit.

The management's discussion and analysis and budgetary comparison infermation is not a required part of
the hasic financial staterments but is supplementary information required by accounting principles generally
accepted in the Unites States of America. Woe have applied certain limited proceduwres, which consisted
principally of inquiries of management regarding the methods of measurement and presentation of the
required supplementary information. However, we did not audit the infarmation and express no opinion an it,

Cur audit was performed far the purpose of forming opinions on the financial statements that collectively
comprise Alpena County, Michigan's basic financial statements. The combining and individual nonmajor
fund financial statements and schedules are presented for purposes of additional analysis and are not a
required part of the basic financial statements. The cambining and individual nonmajor fund financial
statements and schedules have been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our cpinion, arg fairly presented, in all material respects, in relation to the basic
financial statements taken as a whole.

%\-&-\ ‘I-\'EH :‘ L‘-""""""Q ?_L_

May 30, 2008
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MANAGEMENT’'S DISCUSSION AND ANALYSIS

As management of the County of Alpena, we offer readers of the County of Alpena’s financial statements
this narrative overview and analysis of the financial activities of the County of Alpena for the fiscal year
ended December 31, 2007.

Financial Highlights

e The assets of the County of Alpena exceeded its liabilities at the close of the most recent fiscal
year by $29,645,549 (net assets). Of this amount, $15,280,573 (unrestricted net assets) may be
used to meet the government’s ongoing obligations to citizens and creditors.

e The County of Alpena’s total net assets increased by $1,762,522. This was the result of an
increase in the net assets of governmental activities of $1,665,138 and an increase in the net
assets of business-type activities of $97,384.

e The County of Alpena provided services of $14,072,375 in governmental activities and $95,112 of
business-type activities for expenses totaling $14,167,487 during the year ended December 31,
2007.

e At the end of the current fiscal year, unreserved fund balance for the general fund was
$2,002,128 or 23.7 percent of total general fund expenditures and operating transfers to other
funds in comparison to $1,564,084 at the close of the prior year, an increase of $438,044.

e At December 31, 2007 the County had $1,760,709 of its general operating tax millage set aside in
its revenue sharing reserve fund to provide a funding mechanism to serve as a substitute for the
elimination of state revenue sharing.

Overview of the Financial Statements

This discussion and analysis are intended to serve as an introduction to the County of Alpena’s basic
financial statements. The County of Alpena’s basic financial statements comprise three components: 1)
government-wide financial statements, 2) fund financial statements, and 3) notes to the financial
statements. This report also contains other supplementary information in addition to the basic financial
statements themselves.

Government-wide financial statements. The government-wide financial statements are designed to
provide readers with a broad overview of the County of Alpena’s finances, in a manner similar to a
private-sector business.

The statement of net assets presents information on all of the County of Alpena’s assets and liabilities,
with the difference between the two reported as net assets. Over time, increases or decreases in net
assets may serve as a useful indicator of whether the financial position of the County of Alpena is
improving or deteriorating.

The statement of activities presents information showing how the government’'s net assets changed
during the most recent fiscal year. All changes in net assets are reported as soon as the underlying event
giving rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues and
expenses are reported in this statement for some items that will only result in cash flows in future fiscal
periods (e.g., uncollected taxes and earned but unused vacation leave).

Both of the government-wide financial statements distinguish functions of the County of Alpena that are
principally supported by taxes and intergovernmental revenues (governmental activities) from other
functions that are intended to recover all or a significant portion of their costs through user fees and
charges (business-type activities). The governmental activities of the County of Alpena include
legislative, judicial, general government, public safety, public works, health and welfare, community and
economic development, recreation and cultural, and other. The business-type activities of the County of
Alpena include the Delinquent Tax Payment Fund.
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MANAGEMENT’'S DISCUSSION AND ANALYSIS

The government-wide financial statements include not only the County of Alpena itself (known as the
primary government), but also the Alpena General Hospital, Alpena County Road Commission, Alpena
County Library, and several Multi-county agencies for which the County of Alpena is financially
accountable. Financial information for these component units is reported separately from the financial
information presented for the primary government itself. The County of Alpena Building Authority,
although also legally separate, functions for all practical purposes as a department of the County of
Alpena, and therefore has been included as an integral part of the primary government.

The government-wide financial statements can be found on pages 13-15 of this report.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. The County of Alpena, like other
state and local governments, uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements. All of the funds of the County of Alpena can be divided into three categories:
governmental funds, proprietary funds, and fiduciary funds.

Governmental funds. Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, unlike the
government-wide financial statements, governmental fund financial statements focus on near-term inflows
and outflows of spendable resources, as well as on balances of spendable resources available at the end
of the fiscal year. Such information may be useful in evaluating a government’'s near-term financing
requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By doing
so, readers may better understand the long-term impact of the government's near-term financing
decisions. Both the governmental fund balance sheet and the governmental fund statement of revenues,
expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison between
governmental funds and governmental activities.

The County of Alpena maintains twenty-nine individual governmental funds. Information is presented
separately in the governmental fund balance sheet and in the governmental fund statement of revenues,
expenditures, and changes in fund balances for the General Fund, Ambulance, Housing, and Revenue
sharing funds, all of which are considered to be major funds. Data from the other twenty-five
governmental funds are combined into a single, aggregated presentation. Individual fund data for each of
these nonmajor governmental funds is provided in the form of combining statements elsewhere in this
report.

The basic governmental fund financial statements can be found on pages 16-23 of this report.

Proprietary funds. The County of Alpena maintains two different types of proprietary funds. Enterprise
funds are used to report the same functions presented as business-type activities in the government-wide
financial statements. The County of Alpena uses enterprise funds to account for its Delinquent Tax
Payment fund. Internal service funds are an accounting device used to accumulate and allocate costs
internally among the County of Alpena’s various functions. The County of Alpena uses internal service
funds to account for its building and grounds maintenance. Because these services predominantly
benefit governmental rather than business-type functions, they have been included within governmental
activities in the government-wide financial statements.

Proprietary funds provide the same type of information as the government-wide financial statements, only
in more detail. The proprietary fund financial statements provide separate information for the Delinquent
Tax Payment fund, which is considered to be a major fund of the County of Alpena. Conversely, the
internal service fund is a single presentation in the proprietary fund financial statements.
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MANAGEMENT’'S DISCUSSION AND ANALYSIS

The basic proprietary fund financial statements can be found on pages 24-26 of this report.

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parties outside
the government. Fiduciary funds are not reflected in the government-wide financial statement because
the resources of those funds are not available to support the County of Alpena’s own programs. The
accounting used for fiduciary funds is much like that used for proprietary funds.

The basic fiduciary fund financial statements can be found on page 27 of this report.

Notes to the financial statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to
the financial statements can be found on pages 32-56.

Other information. In addition to the basic financial statements and accompanying notes, this report
also presents certain required supplementary information concerning the County of Alpena’s general and
major governmental funds’ budget comparisons. Required supplementary information can be found on
pages 57-59 of this report.

Combining and individual fund statements and schedules can be found on pages 60-85 of this report.
Government-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial position.
In the case of the County of Alpena, assets exceeded liabilities by $29,645,549 at the close of the most
recent fiscal year.

The largest portion of the County of Alpena’s net assets $15,280,573 (51.5%) reflects its (unrestricted net
assets) which represents funds available to meet the government’s ongoing obligations to citizens and
creditors. The investment in capital assets $11,509,530 (38.8%) (e.g., land, buildings, and equipment);
less any related debt used to acquire those assets that are still outstanding. The County of Alpena uses
these capital assets to provide services to citizens; consequently, these assets are not available for future
spending. Although the County of Alpena’s investment in its capital assets is reported net of related debt,
it should be noted that the resources needed to repay this debt must be provided from other sources,
since the capital assets themselves cannot be used to liquidate these liabilities.

COUNTY OF ALPENA'S, Net Assets

Governmental Activities Business-type activities Total
2007 2006 2007 2006 2007 2006
Current and other assets $12,182,648 $11,351,987 $8,987,582 $8,880,962 $21,170,230 $20,232,949
Capital assets 13,924,745 13,754,703 - - 13,924,745 13,754,703
Total assets 26,107,393 25,106,690 8,987,582 8,880,962 35,094,975 33,987,652
Current liabilities 3,464,614 3,632,775 9,236 3,473,850 3,632,775
Non-current liabilities 1,975,576 2,571,850 - 1,975,576 2,571,850
Total liabilities 5,440,190 6,104,625 9,236 5,449,426 6,104,625
Net assets:
Invested in capital assets,
net of related debt 11,509,530 10,629,797 - 11,509,530 10,629,797
Restricted 2,855,446 2,869,206 - - 2,855,446 2,869,206
Unrestricted 6,302,227 5,503,062 8,978,346 8,880,962 15,280,573 14,384,024
$20,667,203 $19,002,065 $8,978,346 $8,880,962 $29,645,549 $27,883,027
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MANAGEMENT’'S DISCUSSION AND ANALYSIS

An additional portion of the County of Alpena’s net assets $2,855,446 (9.7%) represents resources that
are subject to external restrictions on how they may be used.

At the end of the current fiscal year, the County of Alpena is able to report positive balances in all three
categories of net assets, both for the government as a whole, as well as for its separate governmental
and business-type activities. The same situation held true for the prior fiscal year.

The government’s net assets experienced an increase of $1,762,522 during the current year. This was
the result of Governmental activities ongoing revenues outstripping similar increases in ongoing expenses
by $1,665,138. Business-type activities experienced an increase of $97,384 in net assets during the
current fiscal year.

COUNTY OF ALPENA'S, Changes in Net Assets

Governmental Activities Business-type activities Total
2007 2006 2007 2006 2007 2006
Revenues:
Program revenues:
Charges for services $ 4,788,366 $ 5,239,595 $ 422,352 $ 466,759 $ 5,210,718 $ 5,706,354
Operating grants 2,718,030 2,345,007 - - 2,718,030 2,345,007
Capital grants 752,056 462,100 - - 752,056 462,100
General revenues:
Property taxes 6,494,261 7,394,761 - - 6,494,261 7,394,761
Investing earnings 384,800 305,763 370,144 352,473 754,944 658,236
Transfers 600,000 600,000 (600,000) (600,000) - -
Total revenues and transfers 15,737,513 16,347,226 192,496 219,232 15,930,009 16,566,458
Expenses:
Legislative 211,390 202,180 - - 211,390 202,180
Judicial 1,549,784 1,298,855 - - 1,549,784 1,298,855
General government 3,269,752 3,216,785 - - 3,269,752 3,216,785
Public safety 4,378,434 3,918,930 - - 4,378,434 3,918,930
Public works 2,971 1,913 - - 2,971 1,913
Health and welfare 1,927,530 2,022,785 - - 1,927,530 2,022,785
Economic development 271,167 662,006 - - 271,167 662,006
Recreation and cultural 2,325,755 2,949,893 - - 2,325,755 2,949,893
Interest on long-term debt 135,592 182,068 - - 135,592 182,068
Delinquent tax fund - - 95,112 154,901 95,112 154,901
Total Expenses 14,072,375 14,455,415 95,112 154,901 14,167,487 14,610,316
Change in net assets 1,665,138 1,891,811 97,384 64,331 1,762,522 1,956,142
Net assets - beginning of year 19,002,065 17,110,254 8,880,962 8,816,631 27,883,027 25,926,885

Net assets - end of the year $20,667,203 $19,002,065 $8,978,346 $8,880,962 $29,645,549 $27,883,027
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MANAGEMENT’'S DISCUSSION AND ANALYSIS

Governmental activities.

The following chart depicts revenues of the governmental activities for the year ended December 31,
2007:

Revenues by source - governmental activities.

Charges for

Investing )
earnings serwoces
306 32%

Property taxes
42%

Operating
Capital grants gran_ts a_nd
and contributions
contributions 18%

5%

In total, 2007 governmental activities program revenues increased by $211,750 in comparison to 2006
revenues. This net increase reflects an increase in operating grants of $373,023 and capital grants of
$289,956. The charge for services revenue, which reimburses the County for specific activities, is the
second largest source of governmental activity revenue at 30.4%. The $4,788,366 earned in 2007,
however, represents a decrease of $451,229 over the $5,239,595 earned in 2006.

Property taxes and charges for services account for over 71.7% of the governmental activities revenue
sources.

Property tax revenue, which is not assigned to any particular activity, remains the largest support for
governmental activities at 41.3%. The property taxes for the County of Alpena decreased by $900,500 in
2007 from the previous year as a result of the completion of the three year phase in of the summer tax
collection that funded the revenue sharing reserve fund. The property tax revenues should increase in
future years as the equalized values of real and personal property increased in 2007 to $1,154,672,041
from $1,116,554,765.

The county was also able to increase its investment earnings in 2007 to $384,800 from $305,763 in 2006.
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MANAGEMENT’'S DISCUSSION AND ANALYSIS

Expenses by function/program - governmental activities.
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Total governmental activity expenses decreased in 2007 by $383,040 over 2006 expenses. For the most
part, other activities experienced an increase in expenses that closely paralleled inflation and growth in
the demand for services. Alpena County continues to attempt to make reductions in expenditures to
match the elimination of state shared revenue. Reductions occurred in the recreation and culture, health
and welfare, and interest on long-term debt functions which decreased by $765,869 over 2006.

Public safety continues to be the largest governmental activity, expending $4,378,434 of the $14,072,375
total (31.1%). General government expenses are the second largest category at $3,269,752 (23.2%).
Recreation and culture expenses are the third largest category at $2,325,755 (16.5%). Over seventy
percent of the 2007 governmental activity expenses are a result of these three activities.
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MANAGEMENT’'S DISCUSSION AND ANALYSIS

Business-type activities. The Delinquent Tax Payment Fund continues to provide local units within the
County payment for their delinquent real property taxes. The operation of this fund continues to be a
source of revenue to the County. As a result of earning $697,384 in the operation of the delinquent tax
payment fund in 2007, $600,000 was able to be transferred as an appropriation to the County of Alpena
General Fund to subsidize the governmental activity expenses.

COUNTY OF ALPENA'S, Cost of Services — Business-type Activities

Total Cost of Program Net Cost of
Services Revenues Services
Functions/Programs:
Delinquent Tax Revolving $ 95,112 $ 422,352 $ (327,240)
Total expenses $ 95,112 $ 422,352 $ (327,240)

Revenues by source - business type activities.

Investing
earnings
47%

Charges for
services
53%
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MANAGEMENT’'S DISCUSSION AND ANALYSIS

Financial Analysis of the Government’s Funds

As noted earlier, the County of Alpena uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

Governmental funds. The focus of the County of Alpena’s governmental funds is to provide information
on near-term inflows, outflows, and balances of spendable resources. Such information is useful in
assessing the County of Alpena’s financing requirements. In particular unreserved fund balance may
serve as a useful measure of a government’s net resources available for spending at the end of the fiscal
year.

As of the end of the current fiscal year, the County of Alpena’s governmental funds reported combined
ending fund balances of $7,037,294 an increase of $770,192 in comparison with the prior year.
Approximately 92.0% of this total amount ($6,477,876) constitutes unreserved fund balance, which is
available for spending at the government’s discretion. The remainder of fund balance is reserved to
indicate that it is not available for new spending because it has already been committed 1) to pay debt
service ($256,837) 2) for future capital outlay ($141,653), and 3) for donor restrictions/other ($160,928).

The general fund is the chief operating fund of the County of Alpena. At the end of the current fiscal year,
the fund balance of the general fund was $2,132,580, of which $2,002,128 was unreserved. As a
measure of the general fund’s liquidity, it may be useful to compare unreserved fund balance to total fund
expenditures. Unreserved fund balance represented 23.7% of total general fund expenditures and
operating transfers to other funds.

The fund balance of the County of Alpena’s general fund was increased by $430,164 during the current
fiscal year. Key factors are as follows:

e The General fund was able to increase its tax revenues $271,702. The Delinquent Tax payment
Fund and the Revenue Sharing Reserve Fund was able to subsidize General Fund operations by
$600,000, and $682,397, respectively. The Child Care — Probate Court fund was able to return
$100,000 from unexpended appropriations of prior years. Overall the General fund experienced
an increase in revenues of $97,757 despite the loss of ($41,382) in federal and state grant
funding and ($136,280) in charges for services.

e The expenditures and transfers out of the general fund increased by $178,697. The majority of
the increase was due to an increase in general government activity of $76,215, and a moderate
increase in legislative and judicial expenses by $9,210 and $2,252 respectively. Offset by
expenditure reductions in public safety, health and welfare and community and economic
development.

The debt service funds have a total fund balance of $256,837 all of which is reserved for the payment of
future liabilities of bonds and loans and future compensated absence expenditures.

Proprietary funds. The County of Alpena’s proprietary funds provide the same type of information found
in the government-wide financial statements, but in more detail.

Unrestricted net assets of the Delinquent Tax Revolving fund at the end of the year amounted to
$8,978,346. The change in net assets for the funds was $97,384. Factors concerning the finances of
these funds have already been addressed in the discussion of the County of Alpena’s business-type
activities.
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MANAGEMENT’'S DISCUSSION AND ANALYSIS

Capital Asset and Debt Administration
Capital assets. The County of Alpena’s investment in capital assets for its governmental and business
type activities as of December 31, 2007, amounts to $13,924,745 (net of accumulated depreciation). This
investment in capital assets includes land, land improvements, building and improvements, machinery
and equipment and infrastructure.

COUNTY OF ALPENA'S, Capital Assets

Governmental Activities

2007 2006
Historical cost:
Land $ 172,984 $ 172,984
Land improvements 2,127,711 2,127,711
Buildings and improvements 14,358,371 14,358,371
Office and computer equipment 897,145 781,190
Vehicles 2,854,449 2,431,002
20,410,660 19,871,258
Accumulated depreciation:
Land improvements (673,236) (588,055)
Buildings and improvements (4,659,299) (4,285,211)
Office and computer equipment (401,256) (320,358)
Vehicles (752,124) (922,931)
(6,485,915) (6,116,555)
Net Capital Assets $ 13,924,745 $ 13,754,703

Long-term debt. Atthe end of the current fiscal year, the County of Alpena had total debt outstanding of
$2,682,192. Of this amount $2,343,536 comprises general obligation bonded debt backed by the full faith
and credit of the County. The County also has installment purchase agreement obligations of $71,679 for
the purchase of equipment. The balance of debt represents future compensated absences of $266,977.

COUNTY OF ALPENA'S, Outstanding Debt, Bonds and Loans

Governmental Activities

2007 2006
General obligation bonds $ 235,000 $ 520,000
Building authority bonds and loans 2,108,536 2,451,786
Installment purchase agreements 71,679 153,120
Compensated absences 266,977 249,658
$ 2,682,192 $ 3,374,564
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MANAGEMENT’'S DISCUSSION AND ANALYSIS

Economic Factors and Next Years Budget and Rates

The following factors were considered in preparing the County’s budget for the 2007 fiscal year:

The continued decline in not only the States but the local economy continues to make it difficult
for all local units to provide services to their residents.

The Big 3 and related companies will never be the same again for Michigan and the region. With
corporate investments being spent out of country many jobs will cease to exist. A great many
Alpena County property owners are directly or indirectly impacted by the automotive industry.

The Foreclosure crisis that the state and region is experiencing is significantly decreasing
property tax revenues.

The State of Michigan must create a Mandate Commission to examine mandates that continue to
strain county resources.

Near overcrowding conditions of our jail along with increasing jail expenses give more creditability
to explore the regionalization concept. Of which our Sheriff is very instrumental in pursuing.

Knowing that most of the counties in the state are in similar financial situations, efforts will
continue to be made to enter into “joint ventures” with other governmental agencies in
purchasing, the pooling of resource and in providing services in an effort to save on cost.

Management of Northern Lights Arena being examined to ensure the counties obligation to the
state and its citizens are met.

Maintenance cost of aging, inefficient county structures will be increasing. Band aides have been
put on many of our structures numerous times. Monies are once again being budgeted to fund
future projects.

The continued support of our collective bargaining units in assisting with our financial hardships is
imperative.

The continued funding of our 911 system is, again, of concern of which our State Legislators only
put a one year funding fix to our 911 system. Legislators must take action in the very near future
to ensure the safety and well being of our citizens.

These combined with the State’s reluctance to pay their PILT obligations creates some instability
within our current budget with nearly 18% of Alpena County land being state owned.

Requests for Information

This financial report is designed to provide a general overview of the County of Alpena’s finances for all
those with an interest in the government’s finances. Questions concerning any of the information
provided in this report or requests for additional information should be addressed to the Office of the
County Treasurer, Courthouse, 720 W. Chisholm Street, Alpena, Ml 49707.
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County of Alpena
STATEMENT OF NET ASSETS

December 31, 2007

ASSETS
Current assets
Cash and cash equivalents
Investments
Receivables
Taxes
Accounts and interest
Mortgage loans
Due from other governmental units
Internal balances
Inventories
Prepaid items
Total current assets

Non-current assets
Capital assets, net
Total Non-current assets

Total assets

LIABILITIES
Current liabilities

Accounts payable

Accrued payroll and withholding

Other liabilities and deposits

Accrued interest payable

Advances payable

Unearned revenue

Compensated absences

Current portion of bonds and loans
Total Current liabilities

Non-current liabilities
Compensated absences
Bonds and loans

Total Non-current liabilities

Total liabilities

NET ASSETS
Invested in capital assets,
net of related debt
Restricted for:
Mortgage loans receivable
Capital outlay/maintenance
Debt service
Donor restrictions/other
Unrestricted

Total net assets

The accompanying notes to financial statements are an integral part of this statement.

Primary Government

Governmental Business-type Component
Activities Activities Total Units

$ 1,189,991 $ 546,415 1,736,406 13,723,310
6,081,670 7,350,578 13,432,248 4,373,928
2,299,172 937,854 3,237,026 679,815
186,835 32,735 219,570 15,089,277
2,296,028 - 2,296,028 -
246,125 - 246,125 1,367,207
(120,000) 120,000 - -
2,827 - 2,827 3,219,860
- - - 4,881,289
12,182,648 8,987,582 21,170,230 43,334,686
13,924,745 - 13,924,745 66,672,339
13,924,745 - 13,924,745 66,672,339
26,107,393 8,987,582 35,094,975 110,007,025
266,005 9,236 275,241 5,412,114
158,451 - 158,451 3,299,633
- - - 1,431,238
34,370 - 34,370 92,264
- - - 184,904
2,299,172 - 2,299,172 2,551,961
- - - 2,929,664
706,616 - 706,616 1,906,658
3,464,614 9,236 3,473,850 17,808,436
266,977 - 266,977 677,463
1,708,599 - 1,708,599 10,123,254
1,975,576 - 1,975,576 10,800,717
5,440,190 9,236 5,449,426 28,609,153
11,509,530 - 11,509,530 54,527,179
2,296,028 - 2,296,028 -
141,653 - 141,653 95,290
256,837 - 256,837 -
160,928 - 160,928 3,540,152
6,302,227 8,978,346 15,280,573 23,235,251
$ 20,667,203 $ 8,978,346 29,645,549 81,397,872
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County of Alpena

STATEMENT OF ACTIVITIES

For the Year Ended December 31, 2007

Functions/Programs:
Primary Government:
Governmental activities
Legislative
Judicial
General government
Public safety
Public works
Health and welfare
Community development
Recreation and culture
Interest on long-term debt
Total governmental activities

Business-type activities:
Delinquent tax payment fund

Total primary government

Component Units:
Alpena General Hospital
Alpena County Road Commission
Alpena County Library
District Health Department #4
Circuit Court
Drain Commission
Family Division - Juvenile
Friend of the Court
Friend of the Court P.A. 215

Total component units

Program Revenues

Operating Capital

Charges for Grants and Grants and

Expenses Services Contributions Contributions
$ 211,390 $ 5,415 $ - $ -
1,549,784 746,628 464,253 -
3,269,752 1,435,723 749,357 -
4,378,434 1,220,540 1,077,963 -
2,971 - - -
1,927,530 13,376 373,249 -
271,167 104,877 42,657 -
2,325,755 1,261,807 10,551 752,056
135,592 - - -
14,072,375 4,788,366 2,718,030 752,056
95,112 422,352 - -
$ 14,167,487 $ 5,210,718 $ 2,718,030 $ 752,056
$ 101,555,949 $ 102,652,589 $ 624,502 $ 388,213
4,854,964 642,427 5,718,638 -
1,196,643 257,908 169,457 -
4,979,181 2,193,123 2,699,202 -
501,417 - 456,078 -
453,294 44,758 400,471 -
720,998 31,459 666,649 -
35,204 9,534 - -
$ 114,297,650 $ 105,831,798 $ 10,734,997 $ 388,213

General revenues:
Property taxes

Investment earnings

Transfers

Total general revenues and transfers

Change in net assets

Net assets - beginning of the year

Net assets - end of the year
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Net (Expense) Revenue and Changes in Net Assets

Primary Government

Governmental Business-type Component
Activities Activities Total Units

$ (205,975) $ $ (205,975) $ -
(338,903) (338,903) -
(1,084,672) (1,084,672) -
(2,079,931) (2,079,931) -
(2,971) (2,971) -
(1,540,905) (1,540,905) -
(123,633) (123,633) -
(301,341) (301,341) -
(135,592) (135,592) -
(5,813,923) (5,813,923) -

- 327,240 327,240 -

(5,813,923) 327,240 (5,486,683) -

- - 2,109,355

- - 1,506,101
- - (769,278)

- - (86,856)

- - (45,339)

- - (8,065)

- - (22,890)

- - (25,670)

- - 2,657,358

6,494,261 - 6,494,261 1,508,722
384,800 370,144 754,944 735,679
600,000 (600,000) - -
7,479,061 (229,856) 7,249,205 2,244,401
1,665,138 97,384 1,762,522 4,901,759
19,002,065 8,880,962 27,883,027 76,496,113

$ 20,667,203 $ 8,978,346 $ 29,645,549 $ 81,397,872

The accompanying notes to financial statements are an integral part of this statement.
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County of Alpena
GOVERNMENTAL FUNDS - BALANCE SHEET

December 31, 2007

Housing
General Fund Ambulance Commission
ASSETS
Cash and cash equivalents $ 236,313 $ 83,056 $ 42,911
Investments 1,984,973 900,605 -
Receivables
Taxes - 886,120 -
Accounts and interest 53,018 1,742 -
Mortgage loans - - 2,296,028
Due from other governmental units 148,797 - -
Inventories - - -
Total assets $ 2,423,101 $ 1,871,523 $ 2,338,939
LIABILITIES AND FUND BALANCE¢
LIABILITIES
Accounts payable $ 64,071  $ 7350 % -
Accrued payroll and withholdings 106,450 - 1,157
Advances payable 120,000 - -
Deferred revenue - 886,120 2,296,028
Total liabilities 290,521 893,470 2,297,185
FUND BALANCES
Reserved 130,452 - -
Unreserved
Designated - - -
Undesignated 2,002,128 978,053 41,754
Total fund balances 2,132,580 978,053 41,754

Total liabilities and fund balances $ 2,423,101 $ 1,871,523 $ 2,338,939
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Revenue Nonmajor Total
Sharing Governmental Governmental
Reserve Funds Funds
$ 60,746 $ 762,839 $ 1,185,865
1,689,941 1,395,306 5,970,825
- 1,413,052 2,299,172
10,022 121,937 186,719
- - 2,296,028
- 97,328 246,125
- 2,827 2,827
$ 1,760,709 $ 3,793,289 $ 12,187,561
$ - $ 194,584 $ 266,005
- 50,844 158,451
- - 120,000
- 1,423,663 4,605,811
- 1,669,091 5,150,267
- 72,377 202,829
- 356,589 356,589
1,760,709 1,695,232 6,477,876
1,760,709 2,124,198 7,037,294
$ 1,760,709 $ 3,793,289 $ 12,187,561

The accompanying notes to financial statements are an integral part of this statement.
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County of Alpena

GOVERNMENTAL FUNDS - RECONCILIATION OF THE BALANCE SHEET
TO THE STATEMENT OF NET ASSETS

As of December 31, 2007

Fund balances - Total governmental funds $ 7,037,294

Amounts reported for governmental activities in the Statement of
Net Assets are different because:

Capital assets used in governmental activities are not financial
resources and therefore not reported in the governmental funds.

Governmental capital assets $ 20,410,660
Less accumulated depreciation (6,485,915) 13,924,745

Deferred revenue in the governmental funds is susceptible to
full accrual on the Statement of Net Assets. 2,306,639

Long-term liabilities, including bonds payable are not due and
payable in the current period and therefore are not reported
in the governmental funds.

Bonds payable (2,343,536)
Installment purchase agreements (71,679)
Compensated absences (266,977)
Accrued interest payable (34,370) (2,716,562)

Internal service funds are used by management to charge the

costs of certain activities to individual funds. The assets and

liabilities of internal service funds are included in governmental

activities in the Statement of Net Assets. 115,087

Net Assets of Governmental Activities $ 20,667,203

The accompanying notes to financial statements are an integral part of this statement.
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County of Alpena

GOVERNMENTAL FUNDS -

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

December 31, 2007

REVENUES
Taxes
Licenses and permits
Federal grants
State grants
Other intergovernmental revenue
Charges for service
Fines and forfeitures
Interest and rents
Other revenue

Total revenues

EXPENDITURES
Current
Legislative
Judicial
General government
Public safety
Public works
Health and welfare

Community and economic development

Recreation and cultural
Debt Service
Principal
Interest
Total expenditures

EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES)
Note proceeds
Transfers in
Transfers (out)

EXCESS OF REVENUES AND OTHER
SOURCES OVER (UNDER)
EXPENDITURES AND OTHER USES
FUND BALANCES, beginning of the year

FUND BALANCES, end of the year

Housing

General Fund Ambulance Commission
$ 4,364,474 % 804,578  $ -
16,316 - -
50,002 - 42,657
863,744 18,180 -
76,733 - -
1,172,700 - 128,153
75,215 - -
361,407 57,607 -
462,087 680 282
7,442,678 881,045 171,092
211,390 - -
1,551,991 - -
3,151,788 - -
2,126,451 737,973 -
2,971 - -
407,662 - -
109,768 - 161,399
7,562,021 737,973 161,399
(119,343) 143,072 9,693
1,428,582 - -
(879,075) - -
549,507 - -
430,164 143,072 9,693
1,702,416 834,981 32,061
$ 2,132,580 $ 978,053 41,754
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Revenue Nonmajor Total
Sharing Governmental Governmental
Reserve Funds Funds
$ - $ 1,325,209 $ 6,494,261
- - 16,316
- 733,431 826,090
- 1,091,382 1,973,306
- 593,957 670,690
- 2,010,214 3,311,067
- 85,124 160,339
88,223 560,809 1,068,046
- 143,067 606,116
88,223 6,543,193 15,126,231
- - 211,390
- 12,672 1,564,663
- 67,656 3,219,444
- 1,457,490 4,321,914
- - 2,971
- 1,490,090 1,897,752
- - 271,167
- 2,567,873 2,567,873
- 709,691 709,691
- 142,844 142,844
- 6,448,316 14,909,709
88,223 94,877 216,522
- 832,788 2,261,370
(682,397) (146,228) (1,707,700)
(682,397) 686,560 553,670
(594,174) 781,437 770,192
2,354,883 1,342,761 6,267,102

$ 1,760,709 $ 2,124,198 $ 7,037,294

The accompanying notes to financial statements are an integral part of this statement.
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County of Alpena
GOVERNMENTAL FUNDS - RECONCILIATION OF THE STATEMENT OF
REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
TO THE STATEMENT OF ACTIVITIES

For the Year Ended December 31, 2007

Net change in fund balances - Total governmental funds $ 770,192

Amounts reported for governmental activities in the Statement of
Activities are different because:

Governmental funds report capital outlays as expenditures.
However, in the statement of activities, the cost of those assets is
depreciated over their estimated useful lives and reported as
depreciation expense. This is the amount by which capital outlays
exceeded depreciation in the current period.

Expenditures for capital assets $ 862,102
Less current year depreciation (692,060) 170,042

The issuance of long-term debt provides current financial resources
to governmental funds, which increases liabilities in the Statement
of Net Assets. Repayment of long-term debt principal is an
expenditure in the governmental funds, but the repayment reduces
liabilities in the Statement of Net Assets.

Note proceeds -
Bond principal payments 628,250
Installment agreement payments 81,441 709,691

Some revenues (costs) reported in the statement of activities do not
provide current financial resources and therefore are not reported as
revenues in governmental funds.

Change in deferred revenue (23,558)
Some expenses reported in the statement of activities do not require
the use of current financial resources and therefore are not reported

as expenditures in governmental funds.

Change in accrued interest payable 7,252
Change in long-term compensated absences (17,319) (10,067)

Internal service funds are used by management to charge the costs
of certain activities to individual funds. The net revenue (expense) of
the internal service funds is reported with governmental activities. 48,838

Change in Net Assets of Governmental Activities $ 1,665,138

The accompanying notes to financial statements are an integral part of this statement.
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County of Alpena

December 31, 2007

ASSETS

Cash and cash equivalents

Investments
Receivables
Taxes

Accounts and interest
Due from other governmental units

Advances receivable
Total assets

LIABILITIES
Current liabilities
Accounts payable

Other liabilities and deposits

Total liabilities

NET ASSETS
Unrestricted

Total net assets

The accompanying notes to financial statements are an integral part of this statement.

Business-type Governmental
Activities - Activities -
Delinquent Internal

Tax Service
Payment Funds

$ 546,415 4,126

7,350,578 110,845

937,854 -

32,735 116

120,000 -

8,987,582 115,087

9,236 -

9,236 -

8,978,346 115,087

$ 8,987,582 115,087
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County of Alpena

PROPRIETARY FUNDS -
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS

Year Ended December 31, 2007

Business-type Governmental
Activities - Activities -
Delinquent Internal
Tax Service
Payment Funds
OPERATING REVENUES
Charges for services $ 230,063 $ 71
Interest on taxes 192,289 -
Total operating revenues 422,352 71
OPERATING EXPENSES
Contracted services 95,112 2,332
Total operating expenses 95,112 2,332
OPERATING INCOME (LOSS) 327,240 (2,261)
NONOPERATING REVENUES (EXPENSES)
Investment income and rents 370,144 4,769
Total nonoperating revenues (expenses) 370,144 4,769
Net income before transfers 697,384 2,508
TRANSFERS
Transfers in - 64,955
Transfers out (600,000) (18,625)
(600,000) 46,330
Change in net assets 97,384 48,838
NET ASSETS - beginning of the year 8,880,962 66,249
NET ASSETS - end of the year $ 8,978,346 $ 115,087

The accompanying notes to financial statements are an integral part of this statement.
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County of Alpena

PROPRIETARY FUNDS - STATEMENT OF CASH FLOWS

Year Ended December 31, 2007

Business-type Governmental
Activities - Activities -
Delinquent Internal
Tax Service
Payment Funds
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers and users $ 2,572,675 $ 71
Cash payments for delinquent taxes (2,328,166) -
Payments to suppliers (85,876) (10,286)
Net cash provided (used) by operating activities 158,633 (10,215)
CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES
Advances (120,000) -
Transfers from other funds - 64,955
Transfers (to) other funds (600,000) (18,625)
(720,000) 46,330
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sales and maturities
of investments 902,343 10,000
Purchase of investments (1,492,539) (57,211)
Interest and dividends received 362,613 4,666
Net cash provided (used) by investing activities (227,583) (42,545)
Net increase (decrease) in cash and cash equivalents (788,950) (6,430)
CASH AND CASH EQUIVALENTS, beginning of the year 1,335,365 10,556
CASH AND CASH EQUIVALENTS, end of the year $ 546,415 $ 4,126

Reconciliation of operating income to net cash
provided (used) by operating activities
Operating income (loss) $ 327,240 $ (20,886)
Adjustments to reconcile operating income
to net cash provided by operating activities

(Increase) decrease in receivables (203,212) -
(Increase) decrease in due to governmental units 25,369 -
Increase (decrease) in accounts payable 9,236 (7,954)
Net cash provided (used) by operating activities $ 158,633 $ (28,840)

The accompanying notes to financial statements are an integral part of this statement.
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County of Alpena
FIDUCIARY FUNDS - STATEMENT OF NET ASSETS

December 31, 2007

Agency
Funds
ASSETS
Cash and cash equivalents $ 741,696
Investments 265,797
Accounts and interest 126
Total assets $ 1,007,619
LIABILITIES
Payroll withholdings and other $ 263,758
Other liabilities and deposits 743,861
Total liabilities $ 1,007,619

The accompanying notes to financial statements are an integral part of this statement.
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County of Alpena

COMPONENT UNIT FUNDS - STATEMENT OF NET ASSETS

December 31, 2007

ASSETS
Current assets
Cash and cash equivalents
Investments
Receivables
Taxes
Accounts and interest
Due from other governmental units
Inventories
Prepaid and other assets
Total current assets

Non-current assets
Capital assets, net
Total Non-current assets

Total assets

LIABILITIES

Current liabilities
Accounts payable
Accrued payroll and withholdings
Other liabilities and deposits
Accrued interest payable
Advances payable
Unearned revenue
Current portion of compensated absences
Current portion of long-term debt

Total Current liabilities

Noncurrent liabilities
Compensated absences
Bonds and loans

Total Noncurrent liabilities

Total liabilities

NET ASSETS
Invested in capital assets,
net of related debt
Restricted for:
Capital outlay
Donor restrictions
Unrestricted
Total net assets

Alpena Alpena County
General Road Alpena County District Health
Hospital Commission Library Department #4
$ 11,503,689 $ 1,522,535 $ 48,056 $ 379,261
2,461,000 1,000,000 890,076 22,852
- - 679,815 -
14,619,504 78,767 242 390,764
- 893,596 - 344,926
2,744,654 475,206 - -
4,801,758 79,276 - 255
36,130,605 4,049,380 1,618,189 1,138,058
33,942,569 30,210,267 1,687,959 64,654
33,942,569 30,210,267 1,687,959 64,654
$ 70,073,174 $ 34,259,647 $ 3,306,148 $ 1,202,712
$ 5230224 $ 23317 $ -3 152,923
3,124,285 90,859 - 47,828
1,211,460 219,778 - -
92,264 - - -
- 183,932 - 972
1,481,382 - 679,815 390,764
2,929,664 - - -
1,906,658 - - -
15,975,937 517,886 679,815 592,487
- 66,633 74,649 536,181
10,123,254 - - -
10,123,254 66,633 74,649 536,181
26,099,191 584,519 754,464 1,128,668
21,797,409 30,210,267 1,687,959 64,654
- 95,290 - -
3,183,952 - 356,200 -
18,992,622 3,369,571 507,525 9,390
$ 43,973,983 $ 33,675,128 $ 2,551,684 $ 74,044




Family Friend Friend of
Drain Circuit Division - of the the Court
Commission Court Juvenile Court P.A. 215 Totals
495 31,645 37,562 79,219 120,848 $ 13,723,310
- - - - - 4,373,928
- - - - - 679,815
- - - - - 15,089,277
- - 32,544 96,141 - 1,367,207
- - - - - 3,219,860
- - - - - 4,881,289
495 31,645 70,106 175,360 120,848 43,334,686
- 268,045 230,800 268,045 - 66,672,339
- 268,045 230,800 268,045 - 66,672,339
495 299,690 300,906 443,405 120,848 $ 110,007,025
- 804 3,038 1,808 - $ 5,412,114
- 9,324 9,730 17,607 - 3,299,633
- - - - - 1,431,238
- - - - - 92,264
- - - - - 184,904
- - - - - 2,551,961
- - - - - 2,929,664
- - - - - 1,906,658
- 10,128 12,768 19,415 - 17,808,436
- - - - - 677,463
- - - - - 10,123,254
- - - - - 10,800,717
- 10,128 12,768 19,415 - 28,609,153
- 268,045 230,800 268,045 - 54,527,179
- - - - - 95,290
- - - - - 3,540,152
495 21,517 57,338 155,945 120,848 23,235,251
495 289,562 288,138 423,990 120,848 $ 81,397,872

The accompanying notes to financial statements are an integral part of this statement.
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County of Alpena

COMPONENT UNIT FUNDS - STATEMENT OF ACTIVITIES

For the Year Ended December 31, 2007

Functions/Programs:
Alpena General Hospital
Alpena County Road Commission
Alpena County Library
District Health Department #4
Drain Commission
Circuit Court
Family Division - Juvenile
Friend of the Court
Friend of the Court P.A. 215

Total component units

Expenses

Program Revenues

Operating Capital
Charges for Grants and Grants and
Services Contributions ~ Contributions

$ 101,555,949 $ 102,652,589 $ 624,502 $ 388,213
4,854,964 642,427 5,718,638 -
1,196,643 257,908 169,457 -
4,979,181 2,193,123 2,699,202 -

501,417 - 456,078 -
453,294 44,758 400,471 -
720,998 31,459 666,649 -
35,204 9,534 - -
$ 114,297,650 $ 105,831,798 $ 10,734,997 $ 388,213

General revenues:
Property taxes
Investment earnings
Total general revenues and transfers
Change in net assets

Net assets - beginning of the year

Net assets - end of the year
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Net (Expense)
Revenues and
Changes in
Net Assets

$ 2,109,355
1,506,101
(769,278)

(86,856)

(45,339)

(8,065)

(22,890)

(25,670)

2,657,358

1,508,722
735,679

2,244,401

4,901,759

76,496,113

$ 81,397,872

The accompanying notes to financial statements are an integral part of this statement.
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NOTES TO FINANCIAL STATEMENTS

NOTE 1--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES.

The accounting policies of the County of Alpena, Michigan conform to accounting principles generally
accepted in the United States of America (GAAP) as applicable to governmental units. The Governmental
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental
accounting and financial reporting principles. The following is a summary of the significant accounting policies
used by the County:

A. Reporting Entity.

Description of County Operations. The County of Alpena, Michigan, was organized February 7, 1857 and
covers an area of approximately 640 square miles, with the county seat located in the City of Alpena. The
County operates under an elected Board of Commissioners (8 members) and provides services toits 31,314
residents (2000 census) in many areas including law enforcement, administration of justice, community
enrichment and development and human services.

The accompanying financial statements present the government and its component units, entities for which the
government is considered to be financially accountable. Although blended component units are legal separate
entities, in substance, they are part of the government’s operations. Each discretely presented component unit
is reported in a separate column in the government-wide financial statements to emphasize that they are
legally separate from the government.

Blended component unit. A blended component unit is a legally separate entity from the County, but is so
intertwined with the County that it is, in substance, the same as the County of Alpena. Itis reported as a part
of the County and blended into the appropriate fund types.

Building Authority. The County of Alpena Building Authority is governed by a five member board appointed
by the County's governing body. Although it is legally separate from the County, the Building Authority is
reported as if it were part of the primary government because its sole purpose is to finance and construct the
County's public buildings.

Discretely Presented Component Units. The component unit's columns in the government-wide financial
statements include the financial data of the County's component units. They are reported in a separate
column to emphasize that they are either a multi-county agency or operate independently from the County.
The governing bodies of these component units are appointed by the County Board of Commissioners.

The following component units are included as a part of the County's annual financial statements since all of
these agencies provide services to more than one county, with Alpena County being the largest. As a result
the agency is required to deposit all funds with the County Treasurer. The discretely presented component
units are entities that are legally separate from the County, but for which the County is financially accountable,
or its relationship with the County is such that exclusion would cause the County's financial statements to be
misleading or incomplete.

Alpena General Hospital. This fund is used to account for a locally owned hospital that serves the residents
of Northeast Michigan. The Hospital has a separate board of governors that handle the day to day operations.
The County levies property taxes of .9807 mills for capital projects.

Alpena County Road Commission. This fund is used to account for the operation of the County Road
Commission. The Commission has its own separate elected board that oversees the day to day operations
and sets policies and procedures.

Alpena County Library. This fund is used to account for the operation of the Library. The Library has a
separate board that oversees the day to day operations. The County levies property taxes of .7457 mills for
library operations.
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NOTES TO FINANCIAL STATEMENTS

District Health Department #4. This fund is used to account for health services provided to a four county
area. Each county sends representatives to sit on a separate health board that runs the operations of the
health department.

Drain Commission. This fund is established to account for the activities of the Alpena County Drain
Commissioner. The office approves drainage in new developments, subdivision and maintains lake levels.

Circuit Court. This fund is established to account for the activities of a two county Circuit Court. Each county
contributes an amount based on their relative population to the total population of the district along with
sending representatives to sit on Circuit Court board.

Family Division-Juvenile. This fund is used to account for the activities of a two county Family Division -
Juvenile Office. Each County contributes based on their representative share of the cases handled by the
office.

Friend of the Court. This fund is established to account for the activities of a two county Friend of the Court
office. Each county contributes based on their representative share of the cases handled by the office.

Friend of the Court P.A. 215. This fund is used to account for the 215 funds received for the two county
areas that the Friend of the Court office serves.

The following component units are included as a part of the County's annual financial statements since all debt
and taxes levied must be approved by the County.

Additional financial information of the individual component units can be obtained from their respective
administrative offices or can be viewed at the County Treasurer's office at the courthouse.

Administrative Offices

Circuit Court Friend of the Court

Alpena County Courthouse Alpena County Courthouse
Alpena, Ml 49707 Alpena, Ml 49707

District Health Department No. 4 Alpena County Library
1521 West Chisholm Street 211 N. First Street

Alpena, Ml 49707 Alpena, Ml 49707

Drain Commission Alpena County Road Commission
Alpena County Courthouse 1400 Bagley

Alpena, Ml 49707 Alpena, Ml 49707

Family Division — Juvenile Alpena General Hospital
Alpena County Courthouse Office of the Controller
Alpena, Ml 49707 1501 W. Chisholm

Alpena, Ml 49707
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B. Government-Wide and Fund Financial Statements.

The government-wide financial statements (i.e., the statement of net assets and the statement of changes in
net assets) report information on all of the nonfiduciary activities of the primary government and its component
units. For the most part, the effect of interfund activity has been removed from these statements.
Governmental activities, normally supported by taxes and intergovernmental revenues, are reported
separately from business-type activities which rely to a significant extent on fees and charges for support.
Likewise, the primary government is reported separately from certain legally separate component units for
which the primary government is financially accountable.

The statement of activities demonstrates the degree to which the direct expenses of a given function or
segments are offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or segment. Program revenues include: (1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services, or privileges provided by a given function or segment;
and (2) grants and contributions that are restricted to meeting the operational or capital requirements of a
particular function or segment. Taxes and other items not properly included among program revenues are
reported instead as general revenue.

Separate financial statements are provided for governmental funds, proprietary funds and fiduciary funds,
even though the latter are excluded from the government-wide financial statements. Major individual
governmental funds and major individual enterprise funds are reported as separate columns in the fund
financial statements.

C. Measurement Focus, Basis of Accounting and Financial Statement Presentation.

The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial statements.
Revenue is recorded when earned and expenses are recorded when a liability is incurred, regardless of the
timing of related cash flows. Property taxes are recognized as revenue in the year for which they are levied.
Grants and similar items are recognized as revenue as soon as all eligibility requirements imposed by the
provider have been met.

Governmental fund financial statements are reported using the current financial resources measurement focus
and the modified accrual basis of accounting. Revenue is recognized as soon as it is both measurable and
available. Revenue is considered to be available if it is collected within the current period or soon enough
thereafter to pay liabilities of the current period. For this purpose, the government considers revenues to be
available if they are collected within 60 days of the end of the current fiscal period. Expenditures generally are
recorded when a liability is incurred, as under accrual accounting. However, debt service expenditures,
expenditures relating to compensated absences, and claims and judgments are recorded only when payment
is due.

Property taxes, state-shared revenue, and interest associated with the current fiscal period are all considered
to be susceptible to accrual and so have been recognized as revenue of the current fiscal period. All other
revenue items are considered to be available only when cash is received by the government.

The government reports the following major governmental funds:

General Fund. This fund is the government’s primary operating fund. It accounts for all financial resources of
the general government, except those required to be accounted for in another fund.

Ambulance Fund. This fund is used to account for property taxes collected for ambulance services.

Housing Commission. This fund accounts for the operations of the Alpena County Home Improvement
Program. Financing is provided by federal and state grants, interest, and program income.
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Revenue Sharing Reserve. This fund is mandated by the State of Michigan and accounts for property tax
collections to serve as a substitute for state revenue sharing payments.

The government reports the following major proprietary funds:

Delinquent Property Tax Revolving Fund. This fund is used to account for the payment to each local unit
of government within the County of Alpena the delinquent real property taxes outstanding as of March 1, of
each year. This fund also is used to account for the collection of those delinquent taxes along with penalties
and interest.

Internal Service Fund. This fund is used to record the financing of goods and services provided to other
funds of the County on a cost reimbursement basis for building and grounds maintenance.

Additionally, the County of Alpena reports the following fund types:

Special Revenue Funds. These funds are used to account for specific governmental revenues requiring
separate accounting for legal, regulatory or administrative purposes.

Debt Service Funds. These funds are used to record the funding and payment of the principal and interest
on the long-term debt of the County.

Capital Projects Funds. These funds are used to account for the acquisition or construction of major capital
facilities.

Agency Funds. These funds are used to account for assets held in trust or as an agent for others.

Private-sector standards of accounting issued prior to December 1, 1989, are generally followed in both the
government-wide and proprietary fund financial statements to the extent that those standards do not conflict
with the standards of the Governmental Accounting Standards Board. The government has elected not to
follow private-sector standards issued after November 30, 1989 for its business-type activities.

As a general rule, the effect of interfund activity has been eliminated from the government-wide financial
statements. Exceptions to this general rule are charges between the government’s water and sewer function
and various other functions of the government. Eliminations of these charges would distort the direct costs and
program revenues reported for the various functions concerned. Amounts reported as program revenue
include: (1) charges to customers or applicants for goods, services or privileges provided; (2) operating grants
and contributions; and (3) capital grants and contributions, including special assessments. Internally dedicated
resources are reported as general revenue rather than as program revenue. Likewise, general revenue
includes all taxes.

Proprietary funds distinguish operating revenue and expenses from nonoperating items. Operating revenue
and expenses generally result from providing services in connection with a proprietary fund’s principal ongoing
operations. The principal operating revenue of our proprietary funds relate to charges to customers for
services. Operating expenses for proprietary funds include the cost of sales and services, administrative
expenses, and depreciation on capital assets. All revenue and expenses not meeting this definition are
reported as nonoperating revenue and expenses.

D. Assets, Liabilities, and Net Assets or Equity.

Cash and Cash Equivalents. The County maintains and controls a cash and investment pool in which the
primary government and component unit's share. Each fund’s or component unit's portion of a pool is
displayed on its respective balance sheet as “Cash and cash equivalents”. In addition, Cash and cash
equivalents are considered to be cash on hand, demand deposits, and short-term investments with a maturity
of three months or less when acquired.
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Investments. Consist of certificates of deposit, governmental money market funds, and commercial paper
with original maturities of greater than 90 days. Investments are stated at fair value which is determined using
selective bases.

Receivables. Consist of amounts due from property taxes, accounts receivable related to charges for
services, interest receivable, and mortgage loans issued by the Home Improvement Program owed to the
County at year end.

All trade and property tax receivables are shown as net of allowance for uncollectible amounts. Property taxes
are levied on each December 1st on the taxable valuation of property as of the preceding December 31st.
Taxes are considered delinquent on March 1st of the following year, at which time penalties and interest are
assessed.

Interfund Receivables and Payables. In general, outstanding balances between funds are reported as “due
to/from other funds.” Activity between funds that is representative of lending/borrowing arrangements
outstanding at the end of the fiscal year is referred to as “advances to/from other funds.” Any residual balances
outstanding between the governmental activities and the business-type activities are reported in the
government-wide financial statements as “internal balances.”

Inventories and Prepaid Items. Inventories are valued at cost, on a first-in, first-out basis. Inventories of
governmental funds are recorded as expenditures when consumed rather than when purchased. Certain
payments to vendors reflect costs applicable to future fiscal years and are recorded as prepaid items in both
government-wide and fund financial statements.

Capital Assets. Capital assets, which include property, plant, equipment, infrastructure assets (e.g., roads,
bridges, sidewalks, and similar items) are reported in the applicable governmental or business-type activities
column in the government-wide financial statements. Capital assets are defined by the government as assets
with an initial individual cost of more than $2,500 and an estimated useful life in excess of two years. Such
assets are recorded at historical cost or estimated historical cost if purchased or constructed. Donated capital
assets are recorded at estimated fair market value at the date of donation.

Property, plant and equipment are depreciated using the straight-line method over the following useful lives:

Land Improvements 20 to 25 years
Buildings 30 to 50 years

Building Improvements 15 to 30 years
Vehicles 3 to 5 years

Office and Computer Equipment 3 to 7 years
Infrastructure - Roads 5 to 30 years
Infrastructure - Bridges 12 to 50 years
Infrastructure - Traffic Signals 15 years

Vacation, Sick Leave and Other Compensated Absences. After one year of employment, County
employees are granted vacation leave in varying amounts based on length of service. Vacation pay is fully
vested when earned; upon termination, employees are paid accumulated vacation at their regular pay rates to
a limit of 100% of their current annual earned vacation. All full-time and regular part-time employees in
accordance with County contracts negotiated with the various employee groups shall be entitled to paid time
off (PTO). 176 PTO hours for 40 hour per week full-time employees and 154 PTO hours for 35 hour per week
full-time employees and pro-rated for part-time employees is the maximum hours that may be accumulated.

These policies are followed by all funds and departments of the County except the Road Commission, Alpena
General Hospital, District Health Department No. 4, and Multi-County Courts, which have established separate
policies.
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The Multi-County Circuit Courts have adopted a medical leave policy where employees can accumulate up to
120 days of medical leave. Upon retirement, employees shall be paid for all unused accumulated medical
leave. Vacation leave is granted in varying amounts based on length of service and is fully vested when
earned. Vacation time does not accumulate to future periods except employees can carry-over a maximum of
10 unused vacation days to the following year.

The District Health Department No. 4 has adopted a medical leave policy where employees can accumulate
up to 100 days of medical leave. Upon retirement, employees shall be paid for all unused accumulated
medical leave. Vacation leave is granted in varying amounts based on length of service and is fully vested
when earned. Vacation time can accumulate up to a maximum of 30 days. Upon termination, the employee
shall receive any current unused vacation time.

Additional disclosures for the Road Commission and Alpena General Hospital policies regarding their
compensated absences can be found by obtaining a copy of each respective component units/separate audit.

Long-Term Obligations. In the government-wide financial statements and the proprietary fund types in the
fund financial statements, long-term debt and other long-term obligations are reported as liabilities in the
applicable governmental activities, business-type activities, or proprietary fund type statement of net assets.
Bond premiums and discounts, as well as issuance costs, are deferred and amortized over the life of the
bonds using the effective interest method. Bonds payable are reported net of the applicable bond premium or
discount. Bond issuance costs are reported as deferred charges and amortized over the term of the related
debt. In the fund financial statements, governmental fund types recognize bond premiums and discounts, as
well as bond issuance costs during the current period. The face amount of debt issued is reported as other
financing sources. Premiums received on debt issuances are reported as other financing sources while
discounts are reported as other financing uses. Issuance costs are reported as debt service expenditures.

Fund Equity. In the fund financial statements, governmental funds report reservations of fund balance for
amounts that are not available for appropriation or are legally restricted by outside parties for use for a specific
purpose. Designations of fund balance represent tentative management plans that are subject to change.

Encumbrances. Encumbrance accounting, under which purchase orders, contracts, and other commitments
for the expenditure of monies are recorded in order to reserve that portion of the applicable appropriation, is
not employed by the County. Commitments outstanding at year end are charged against the subsequent
year's appropriation once received and approved.

Use of Estimates. The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities; disclosure of contingent assets and liabilities at the date of the financial statements; and
the reported amounts of revenues and expenses during the period. Actual results could differ from those
estimated.

Federal Programs. Federal grants are accounted for in the funds to which the programs pertain. The County
has not integrated its Single Audit reports and financial data as part of the financial statements. The Single
Audit reports will be issued under separate cover as supplementary information to the financial statements.

Reporting Periods. The reporting period for all funds and account groups of the County is the year ended
December 31, 2007, except Alpena General Hospital a component unit activity, where the reporting period is
the year ended June 30, 2007.

Reclassifications. Certain items reported in the 2006 financial statements have been reclassified to conform
with the presentation for the current year.
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NOTE 2--STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY.

Budgetary Information. Annual budgets are adopted on a basis consistent with accounting principles
generally accepted in the United States of America, except the General Fund which prepared its budget using
the cash basis of accounting. Annual budgets are prepared and adopted for all required governmental fund

types.

Budgets and Budgetary Accounting. Prior to adoption of the budgets, County departments prepare and
submit their proposed operating budgets commencing the following January 1. A public hearing is conducted
to obtain taxpayer comments. Prior to December 31, the budget is adopted by the Board of Commissioners.
Budgeted amounts are as originally adopted, or as amended by the Board of Commissioners during the year.
Individual amendments were not material in relation to the original appropriations which were amended.
Unused appropriations at December 31 are not carried forward to the following year.

The budget document presents information by fund, function, department and line items. The legal level of
budgetary control adopted by the governing body is the departmental level. The County of Alpena’s budgeted
expenditures and actual expenditures for major funds budgeted have been shown on a functional basis in the
required supplemental information. The General Fund Budgetary Comparison Schedule of Revenues and
Expenditures is presented at the departmental level on a cash basis for the benefit of management. Since
accounting principles applied for purposes of developing data on a budgetary basis differ from those used to
present financial statements in conformity with generally accepted accounting principles (GAAP), a
reconciliation of the differences is shown.

Excess of Expenditures Over Appropriations in Budgeted Funds. The Uniform Budgeting and Accounting
Act, PA 2 0of 1968, as amended, (MCL 141.421 et seq.), provides that a local governmental unit shall not incur
expenditures in excess of the amount appropriated.

During the year, the County of Alpena did not incur expenditures which were in excess of the amounts
appropriated.

Accumulated Fund Deficits. The County of Alpena at December 31, 2007 did not have any accumulated
fund balance/retained earnings deficits in any individual funds.

NOTE 3-- DEPOSITS AND INVESTMENTS.

The County utilizes various pooled cash accounts and investments for approximately 47 funds. The County's
pooled cash accounts consist of common checking and related sweep accounts.

The County's pooled cash accounts and investments are utilized by the General Fund, Special Revenue
Funds, Capital Project Funds, Debt Service Funds, Internal Service Funds, Trust and Agency Funds, and the
Component Unit funds. Each fund's portion of these pooled accounts is included in the cash and cash
equivalents caption on the applicable balance sheet or statement of net assets.

Component Unit funds of the County utilize separate savings and interest bearing checking accounts and are
recorded as imprest cash in the financial records of the County.
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A reconciliation of cash and investments as reflected in the basic financial statements to the County’s deposits
and investments is as follows:

Statement of Net Assets

Primary Fiduciary Component
Government Funds Units Total
Cash and cash equivalents $ 1,736,406 $ 741,696 $ 13,723,310 $ 16,201,412
Investments 13,432,248 265,797 4,373,928 18,071,973
$ 15,168,654 $ 1,007,493 $ 18,097,238 $ 34,273,385
The breakdown between deposits and investments is as follows:
Primary Fiduciary Component
Government Funds Units Total
Carrying Amounts
Cash and cash equivalents
Bank deposits
Pooled checking $ 1,614,020 $ 661,252 $ 687,454 $ 2,962,726
Checking and savings 106,336 80,444 13,023,395 13,210,175
1,720,356 741,696 13,710,849 16,172,901
Cash on hand and imprest 16,050 - 12,461 28,511
1,736,406 741,696 13,723,310 16,201,412
Investments
Certificates of deposit 10,107,334 249,280 1,556,729 11,913,343
Money market accounts 3,324,914 16,517 817,199 4,158,630
Commercial paper - - 2,000,000 2,000,000
13,432,248 265,797 4,373,928 18,071,973
$ 15,168,654 $ 1,007,493 $ 18,097,238 $ 34,273,385
Investment Maturities (In days)
Fair S&P
Value 0-90 91-120 121-365 Rating
Certificates of deposit ~ $11,913,343 $ 8,478,636 $ 2,989,033 $ 445,674 N/A
Money market accounts 4,158,630 4,158,630 - N/A
Commercial paper 2,000,000 2,000,000 - Al+
$18,071,973 $14,637,266 $ 2,989,033 $ 445,674
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Statutory Authority. State statutes authorize the County to invest in:

a. Bond, securities, other direct obligations and repurchase agreements of the United States, or an
agency or instrumentality of the United States.

b. Certificates of deposit, savings accounts, deposit accounts or depository receipts of a qualified
financial institution.

C. Commercial paper rated at the time of purchase within the two highest classifications established by
not less than two standard rating services and that matures not more than 270 days after the date of
purchase.

d. Bankers acceptances of United States banks.

e. Obligations of the State of Michigan and its political subdivisions that, at the time of purchase are

rated as investment grade by at least one standard rating service.

f. Mutual funds composed of investment vehicles which are legal for direct investment by local units of
government in Michigan.

g. External investment pools as authorized by Public Act 20 as amended through 12/31/97. The
County’s investment policy allows for all of these types of investments.

The County’s deposits and investment policy are in accordance with statutory authority.

At December 31, 2007, the Alpena County Library held an investment of $148,000 in excess funds in a non-
endowed money-market fund at the Community Foundation for Northeast Michigan not in accordance with the
County’s investment policy and statutory authority. The funds of this investment have been subsequently
returned to the control of the Alpena County Treasurer and the Alpena County Library is in compliance with
investment policy.

Investment and deposit risk. The County’s cash and investments are subject to several types of risk, which
are examined in more detail below.

Interest Rate Risk. State law limits the allowable investments and the maturities of some of the allowable
investments as identified above. The County’s investment policy does not have specific limits in excess of
state law on investment maturities as a means of managing its exposure to fair value losses arising from
increasing interest rates. The maturity dates for each investment are identified above for investments held at
year end.

Credit Risk. State law limits investments to specific government securities, certificates of deposits and bank
accounts with qualified financial institutions, commercial paper with specific maximum maturities and ratings
when purchased, bankers acceptances of specific financial institutions, qualified mutual funds and qualified
external investment pools as identified above. The County’s investment policy does not have specific limits in
excess of state law on investment credit risk. The ratings for each investment type are identified above for
investments held at year end.

Custodial Credit Risk — Deposits. Custodial credit risk is the risk that in the event of a bank failure, the
County’s deposits may not be returned. State law does not require and the County does not have a policy for
deposit custodial credit risk. At December 31, 2007, the carrying amount of the County’s bank deposits was
$16,172,901, with a corresponding bank balance of $16,281,935. Of the County’'s bank balances,
$13,080,283 was exposed to custodial credit risk because it was uninsured and uncollateralized.
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Custodial Credit Risk — Investments. For an investment, custodial credit risk is the risk that, in the event of
the failure of the counterparty, the County will not be able to recover the value of its investments or collateral
securities that are in the possession of an outside party. State law does not require a policy for investment
custodial credit risk. However, the County’s investment policy states the County Treasurer shall diversify
his/her investments by institution, in order that potential losses on individual securities do not exceed the
income generated from the remainder of the portfolio. Of the above certificate of deposit balances of
$11,913,343 the County has a custodial credit risk of $11,413,343 because it was uninsured. Of the above
money market account balances of $4,158,630 the County has a custodial credit risk exposure of $1,901,426
because it was uninsured.

Concentration of Credit Risk. State law limits allowable investments but does not limit concentration of credit
risk as identified above. The County’s investment policy states that the County Treasurer shall diversify his/her

investments by security type, in order that potential losses on individual securities do not exceed the income
generated from the remainder of the portfolio. All investments held at year end are reported above.

NOTE 4--RECEIVABLES.

Receivables for the primary government and component units at December 31, 2007 are as follows:

Governmental Business-type Component
Activities Activities Total Units

Taxes Receivable $ 2,299,172 $ 937,854 $ 3,237,026 $ 679,815
Receivables (net of allowance

for uncollectibles) 164,807 - 164,807 15,088,645

Interest 22,028 32,735 54,763 632

Mortgage loans 2,296,028 - 2,296,028 -

Due from governmental units 246,125 - 246,125 1,367,206

$ 5,028,160 $ 970,589 $ 5,998,749 $17,136,298

NOTE 5--INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS.

Permanent reallocation of resources between funds of the reporting entity is classified as inter-fund transfers.
For the purpose of the statement of activities, all inter-fund transfers between individual governmental and
internal service funds, enterprise funds, and component units have been eliminated.

The composition of interfund balances at December 31, 2007 is as follows:

Interfund Interfund
Receivable Payable
Delinquent tax payment $ 120,000
General Fund $ 120,000

Represents cash flow assistance for start-up costs in the establishment of CRTC grant fund.
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Inter-fund transfers for the year ended as of December 31, 2007 are as follows:

Transfers Transfers
In (Out)
General Fund $ 1,428,582
Child Care — Probate Court $ 100,000
Child Care — (DHS) 1,064
CRTC Fund 28,876
Delinquent Tax Payment 600,000
Department of Human Services (DHS) 16,245
Revenue Sharing Reserve 682,397
Airport 126,635
Budget Stabilization 2,500
Building/Grounds Maintenance 64,955
Child Care — DHS 2,000
Child Care - Probate Court 372,042
CRTC Fund 120,000
Department of Human Services (DHS) 24,000
Equipment and Replacement 137,355
Law Library 11,449
Plaza Pool 18,139
General Fund 879,075
Airport 18,625
Building/Grounds Maintenance 18,625
Child Care - DHS 43
Child Care - Probate Court 43

$ 2,326,325 $ 2,326,325

Inter-fund transfers include transfer of unrestricted revenues collected in the General Fund to finance various
programs accounted for in other funds, in accordance with budgetary authorizations; and, transfer of revenues
from the fund that is required to collect them to the fund that is required or allowed to expend them. The
delinquent tax payment fund and in addition the Revenue Sharing Reserve Fund transferred funds to
subsidize the General Fund in compliance with Public Act 357 of 2004. Also, the Child Care funds have
returned unexpended appropriations from prior years to the General Fund.
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Primary Government

Capital asset activity of the primary government for the year ended December 31, 2007 is as follows:

Governmental activities:

Capital assets, not depreciated:
Land

Capital assets, being depreciated:
Land improvements
Buildings and improvements
Office and computer equipment
Vehicles

Less accumulated depreciation:
Land improvements
Buildings and improvements
Office and computer equipment
Vehicles

Governmental activities assets

Balance Balance

12/31/06 Additions Retirements 12/31/07
$ 172,984 $ - $ - $ 172,984
172,984 - - 172,984
2,127,711 - - 2,127,711
14,358,371 - - 14,358,371
781,190 115,955 - 897,145
2,431,002 746,147 (322,700) 2,854,449
9,698,274 862,102 (322,700) 20,237,676
(588,055) (85,181) - (673,236)
(4,285,211) (374,088) - (4,659,299)
(320,358) (80,898) - (401,256)
(922,931) (151,893) 322,700 (752,124)
(6,116,555) (692,060) 322,700 (6,485,915)
$13,754,703 $ 170,042 $ - $13,924,745

Depreciation expense was charged to functions/programs of the primary government as follows:

Governmental activities:
Judicial
General government
Public safety
Health and welfare
Recreation and culture

$ 1,144
57,290
115,179
29,778

488,669

_$ 692,060
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Discretely Presented Component Units

Alpena General Hospital:

Capital assets, being depreciated:

Land and improvements
Buildings and improvements

Office and computer equipment

Construction in progress

Less accumulated depreciation:
Land and improvements
Buildings and improvements

Office and computer equipment

Net component unit assets

Balance Balance
12/31/06 Additions Retirements 12/31/07
$ 2,351,930 $ - $ - $ 2,351,930
50,508,682 2,244,848 - 52,753,530
30,462,959 2,398,114 (832,703) 32,028,370

1,710,892 (1,083,721) - 627,171
85,034,463 3,559,241 (832,703) 87,761,001
(1,177,739) (86,742) - (1,264,481)

(28,429,718) (1,585,103) - (30,014,821)
(19,878,629) (3,462,587) 802,086 (22,539,130)
(49,486,086) (5,134,432) 802,086 (53,818,432)
$ 35,548,377 $(1,575,191) $ (30,617) $ 33,942,569

Depreciation expense was charged to functions/programs of the Alpena General Hospital as follows:

Governmental activities:
Health and human services

District Health:

Capital assets, being depreciated:

Buildings and improvements

Office and computer equipment

Vehicles

Less accumulated depreciation:
Buildings and improvements

Office and computer equipment

Vehicles

Net component unit assets

Depreciation expense was charged to functions/programs of the District Health as follows:

Governmental activities:
Health and human services

$ 5,134,432
Balance Balance
12/31/06 Additions Retirements 12/31/07
$ 167,143 $ - $ - $ 167,143
263,056 1,298 - 264,354
104,824 - - 104,824
535,023 1,298 - 536,321
(109,585) (11,172) - (120,757)
(241,718) (4,368) - (246,086)
(104,824) - - (104,824)
(456,127) (15,540) - (471,667)
$ 78,896 $ (14,242) $ - $ 64,654

$ 15,540
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Discretely Presented Component Units

Balance Balance
12/31/06 Additions Retirements 12/31/07
Alpena County Road Commission:
Capital assets, not depreciated:
Land $ 20,681 $ - $ - $ 20,681
Land improvements 10,484,480 851,450 - 11,335,930
Right of Ways 82,419 121 - 82,540
10,587,580 851,571 - 11,439,151
Capital assets, being depreciated:
Buildings and improvements 1,529,379 - - 1,529,379
Machinery and equipment 4,598,862 220,949 (92,469) 4,727,342
Office and computer equipment 135,731 3,695 - 139,426
Infrastructure — roads 22,089,003 2,189,442 (588,673) 23,689,772
Infrastructure - bridges 4,396,341 - (407) 4,395,934
Infrastructure - traffic signals 24,831 - - 24,831
Depletable assets 144,384 - (14,680) 129,704
32,918,531 2,414,086 (696,229) 34,636,388
Less accumulated depreciation:
Buildings and improvements (686,527) (30,110) - (716,637)
Machinery and equipment (3,527,787) (375,006) 92,469 (3,810,324)
Office and computer equipment (122,970) (5,480) - (128,450)
Infrastructure - roads (8,821,154) (1,224,972) 588,673 (9,457,453)
Infrastructure - bridges (1,510,678) (89,697) - (1,600,375)
Infrastructure - traffic signals (21,873) (456) - (22,329)
Depletable assets (144,384) - 14,680 (129,704)
(14,835,373) (1,725,721) 695,822 (15,865,272)
Net component unit assets $ 28,670,738 $ 1,539,936 $ (407) $ 30,210,267

Depreciation expense was charged to functions/programs of the Road Commission as follows:

Governmental activities:
Public works

_$ 1,725,721
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Discretely Presented Component Units

Alpena County Library:

Capital assets, not depreciated:
Land

Capital assets, being depreciated:

Buildings and improvements
Books and audio equipment

Less accumulated depreciation:
Buildings and improvements
Books and audio equipment

Net component unit assets

Balance Balance
12/31/06 Additions Retirements 12/31/07
$ 76,000 $ - $ - $ 76,000

76,000 - - 76,000
2,060,742 22,740 - 2,083,482
955,490 10,190 (3,240) 962,440
3,016,232 32,930 (3,240) 3,045,922
(802,792) (57,673) - (860,465)
(377,864) (198,334) 2,700 (573,498)
(1,180,656) (256,007) 2,700 (1,433,963)
$ 1,911,576 $ (223,077) $ (540) $ 1,687,959

Depreciation expense was charged to functions/programs of the Alpena County Library as follows:

Governmental activities:
Recreation and culture

Circuit Court:

Capital assets, being depreciated:

Buildings and improvements

Less accumulated depreciation:
Buildings and improvements

Net component unit assets

$ 256,007
Balance Balance
12/31/06 Additions Retirements 12/31/07
$ 687,869 $ - $ - $ 687,869
687,869 - - 687,869
(404,267) (15,557) - (419,824)
(404,267) (15,557) - (419,824)
$ 283,602 $ (15,557) $ - $ 268,045

Depreciation expense was charged to functions/programs of the Circuit Court as follows:

Governmental activities:
Judicial

$

15,557
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Discretely Presented Component Units

Family Division - Juvenile:

Capital assets, being depreciated:
Buildings and improvements
Office and computer equipment

Less accumulated depreciation:
Buildings and improvements
Office and computer equipment

Net component unit assets

Balance Balance
12/31/06 Additions Retirements 12/31/07
$ 260,000 - $ - $ 260,000
20,000 - - 20,000
280,000 - - 280,000
(26,000) (5,200) - (31,200)
(17,000) (1,000) - (18,000)
(43,000) (6,200) - (49,200)
$ 237,000 (6,200) $ - $ 230,800

Depreciation expense was charged to functions/programs of the Family Division - Juvenile as follows:

Governmental activities:
Judicial

Friend of the Court:

Capital assets, being depreciated:
Buildings and improvements

Less accumulated depreciation:
Buildings and improvements

Net component unit assets

$ 6,200
Balance Balance
12/31/06 Additions Retirements 12/31/07
$ 687,869 $ - $ - $ 687,869
687,869 - - 687,869
(404,267) (15,557) - (419,824)
(404,267) (15,557) - (419,824)
$ 283,602 $ (15,557) $ - $ 268,045

Depreciation expense was charged to functions/programs of the Friend of the Court as follows:

Governmental activities:
Judicial

$

15,557
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NOTE 7-- LONG-TERM DEBT.

The government issues bonds to provide for the acquisition and construction of major capital facilities.
General obligation bonds are direct obligations and pledge the full faith and credit of the government. County
contractual agreements and installment purchase agreements are also general obligations of the government.

Bond and contractual obligation activity can be summarized as follows:

Balances, Balances, Due Within
Jan 01, 07 Additions Deductions Dec 31, 07 One Year

PRIMARY GOVERNMENT

1994 Alpena County sanitary
sewage unlimited tax refunding
bonds (contractual obligation):
Amount of issue - $2,705,000
Maturing through 2008

Interest rate range 5.0%

Principal maturity range $175,000-
$
$195,000 $ 385,000 $ - (195,000) $ 190,000 $ 190,000

1989 Alpena County General
Obligation Refunding Bonds
Amount of issue - $3,005,000
Maturing through 2007

Interest rate ranges 7.45%-7.50%
Principal maturity range $65,000-

$75,000 65,000 - (65,000) - -

Alpena County Water Supply
System #5 Bonds

Amount of issue - $870,000
Maturing through 2009

Interest rate range 7.50%
Principal maturity range $20,000-

$50,000 70,000 - (25,000) 45,000 25,000

Alpena County Building Authority
Bonds, Series 1998

Amount of issue - $1,360,000
Maturing through 2012

Interest rate ranges 4.75%-4.95%
Principal maturity range $105,000-

$140,000 740,000 - (105,000) 635,000 115,000

Alpena County Building Authority
Bonds, Series 1999

Amount of issue - $840,000
Maturing through 2015

Interest rate ranges 4.70%-5.60%
Principal maturity range $40,000-

$80,000 455,000 - (70,000) 385,000 80,000
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Balances, Balances, Due Within
Jan 01, 07 Additions Deductions Dec 31, 07 One Year

Alpena County Building Authority
Bonds, Series 2001

Amount of issue - $995,000
Maturing through 2016

Interest rate ranges 4.00%-5.00%

Principal maturity range $55,000-
$
$90,000 $ 735,000 $ - (60,000) $ 675,000 $ 60,000

Alpena County Building Authority
Bonds, Series 2002

Amount of issue - $960,000
Maturing through 2011

Interest rate ranges 3.60%-4.50%
Principal maturity range $60,000-

$110,000 375,000 - (95,000) 280,000 90,000

Alpena County Building Authority
Commercial bank loan

Amount of issue - $135,000
Maturing through 2010

Interest rate range 4.40%
Principal maturity range $5,600-

$17,800 56,967 - (7,300) 49,667 11,612

Alpena County Building Authority
Intergovernmental Loans
Amount of issue - $112,500

Interest rate range 0.00% 89,819 - (5,950) 83,869 83,869

Installment Purchase Agreements
Ford Motor Credit 58,207 - (18,283) 39,924 19,380
Team Software Group, Inc. 19,314 - (15,452) 3,862 3,862
Verizon Credit, Inc. 30,866 - (19,154) 11,712 11,712
Verizon Credit, Inc. 7,015 - (3,731) 3,284 3,284

Verizon Credit, Inc. 37,718 - (24,821) 12,897 12,897

3,124,906 - (709,691) 2,415,215 706,616

Compensated absences 249,658 25,448 (8,129) 266,977 -

$
Total primary government $ 3,374,564 $ 25,448 (717,820) $ 2,682,192 $ 706,616
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COMPONENT UNITS

Alpena General Hospital

G.O. Improvement Bonds - 1999
Amount of issue - $7,525,000
Maturing through 2020

Interest rate ranges 4.85%-4.88%
Principal maturity range $225,000
$550,000

Alpena General Hospital

G.O. Improvement Bonds - 2000
Maturing through 2020

Interest rate ranges 5.00-5.35%
Principal maturity range $300,000
$550,000

Alpena General Hospital

G.O. Improvement Bonds - 2003
Maturing through 2008

Interest rate range 3.53%
Principal maturity range $785,000
$840,000

Alpena General Hospital
Equipment notes payable
Interest rate ranges 3.77%-4.27%

Compensated absences
Alpena General Hospital

Alpena County Road Commission

District Health Department #4
Alpena County Library

Balances, Balances, Due Within
Jan 01, 07 Additions Deductions Dec 31, 07 One Year
$ 6,000,000 $ - $ (300,000) $ 5,700,000 $ 325,000

4,725,000 - (225,000) 4,500,000 250,000
1,650,000 - (810,000) 840,000 840,000
1,517,306 - (527,394) 989,912 491,658
13,892,306 - (1,862,394) 12,029,912 1,906,658
2,718,650 2,929,664 (2,718,650) 2,929,664 2,929,664
74,326 - (7,693) 66,633 -
532,518 3,663 - 536,181 -
70,695 3,954 - 74,649 -
3,396,189 2,937,281 (2,726,343) 3,607,127 2,929,664
$17,288,495 $ 2,937,281 $(4,588,737) $15,637,039 $ 4,836,322
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Annual requirements to pay bond and loan debt principal and interest outstanding are as follows:

Primary Government Component Units

Year Ending Principal Interest Principal Interest
2008 $ 706,616 $ 105,667 $ 1,906,658 $ 557,519
2009 347,679 77,189 1,045,319 478,998
2010 312,677 60,718 677,935 438,329
2011 313,242 46,068 675,000 405,865
2012 255,000 30,750 700,000 371,959
2013-2017 480,000 44,830 4,000,000 1,293,313
2018-2022 - 2,250 3,025,000 240,422

$ 2,415,214 $ 367,472 $ 12,029,912 $ 3,786,405

The Water and Sewage Bonds are contractual obligations with Alpena Township. These bonds are secured by
special assessments levied against benefiting real property within these districts.

On January 1, 1994, the County of Alpena, on behalf of the City, issued $2,705,000 in General Obligation
Bonds with an average interest rate of 4.55 percent to advance refund $2,475,000 of outstanding 1978 Series
Bonds with an average interest rate of 6.55 percent. The net proceeds of $2,608,436 (after payment of
$86,533 in underwriting fees, insurance, and other costs, plus $10,031 in bond discounts) were used to
purchase U.S. government securities. Those securities were deposited in an irrevocable trust with an escrow
agent to provide for all future debt service payments on the 1978 Series bonds. As a result, the 1978 Series
bonds are considered to be defeased and the liability for those bonds has been removed from the general
long-term debt account group.

The City advance refunded the 1978 Series bonds to reduce its total debt service payments over the next 15
years by $173,068 and to obtain an economic gain (difference between the present values of the debt service
payments on the old and new debt) of $130,185.

On March 1, 1998 the County of Alpena on behalf of the Alpena County Building Authority, issued $1,360,000
in refunding bonds for the purpose of advance refunding the $1,260,000 outstanding principal of the 1991
Building Authority Bonds, dated January 1, 1992. The proceeds of the 1998 issue are to be used to purchase
obligations of the United States of America; the proceeds of such Government Obligations, together with the
earnings will be used to pay principal and interest on the Refunded Bonds. The 1998 Refunding Bonds are
not subject to redemption prior to maturity in 2006. As a result of the Bond Refunding the County experienced
a net reduction in debt service payments of $48,770.
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NOTE 8--LEASES.

The County is party to numerous operating leases. Minimum future rental payments under existing leases are
not significant.

NOTE 9--RESTRICTED NET ASSETS.

Restrictions of net assets reflected in the Government-wide financial statements indicate that restrictions
imposed by the board of commissioners, the funding source or outside source which precludes their use for
unrestricted purposes. The following are the various net asset restrictions as of December 31, 2007:

Primary Government

Governmental Activities:

General Fund

Reserved for replace/acquire building and land $ 20,000
Reserved for roof replacement 20,000
Reserved for D.H.S. loan reserve 44,000
Reserved for technology equipment 1,375
Reserved for pending obligations 42,957
Reserved for economic development 2,120

Housing Fund

Reserved for mortgage loans receivable 2,296,028
Enhanced 911 Fund

Reserved for MCOLES training 11,872
Northern Lights Arena

Reserved for outside users 6,460

Reserved for spectator surcharges 42,617

Reserved for capital control 526
Plaza Pool

Reserved for ready set swim 10,902
Airport Fund

Designated for maintenance 6,315
Older Persons Act Fund

Designated for capital outlay/equipment/buildings 24,937
Parks

Designated for capital outlay/equipment/buildings 68,500
Building Authority Debt

Designated for debt service 256,837

Component Units

Alpena General Hospital
Reserved for donor restrictions 3,183,952

Alpena County Road Commission
Reserved for primary Road expenditures 95,290

Alpena County Library
Reserved for donor restrictions 356,200
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NOTE 10--PROPERTY TAXES AND TAXES RECEIVABLE.

The County property tax is levied each July 1 and Dec 1 through 2007 on the taxable valuation of property
located in the County as of the preceding December 31. On July or December 1, the property tax attachment
is an enforceable lien on property and is payable by the last day of the next September or February,
respectively.

Although the County’s 2006 ad valorem tax is levied and collectible by December 1, 2006, it is the County’s
policy for all governmental fund types (with the exception below) to recognize revenues from the current tax
levy in the year when the proceeds of the levy are budgeted and made available for financing County
operations.

Taxable values are established annually by the local municipalities and are equalized by the County based on
State statutes at an estimated percentage of the current market value. Beginning with the 1995 tax year, State
Proposal "A" changed the way property taxes were computed. Under Proposal "A", the County Assessor
determines the assessed value of a property, which is 50% of the current market value. However, the taxable
value of a property cannot increase more than 5% or the rate of inflation annually, whichever is less.
Therefore, over time, the taxable value will normally be less than the assessed value. However, when a
property is sold, the accumulated effect of the above capping is erased and the assessed value constitutes the
basis (taxable value) for the next property tax cycle.

Beginning with the 2004 tax levy the State has mandated the creation of a Revenue Sharing Reserve fund into
which one-third of the County’s 2004 to 2006 ad valorem operating tax is being recognized. The purpose of
the fund is to accumulate reserves of the County’s own local funds from which an amount similar to Revenue
Sharing payments, formerly made by the State, will be made back to the General Fund. The County of Alpena
had a reserve of $1,760,709 at December 31, 2007. As part of this process, the County’s tax levy will be
shifting over the next three years from winter to summer.

Real and personal property in Alpena County for the 2007 levy had a taxable value of $900,659,792 on which
ad valorem taxes levied for County general operating purposes was 4.8004 mills (limited to 15 mills) with an
additional 1.0000, .7457, .9720, and .5500 mills voted for the Hospital, Library, Ambulance, and Older Persons
Act. These amounts are recognized in the respective General, Special Revenue, Debt Service, and
component unit financial statements as taxes receivable, with an offsetting credit to unearned revenue.

By agreement with various taxing authorities, the County purchases at face value the real property taxes
receivable returned delinquent each March 1. These receivables, together with interest and administration
fees collected, are paid to the County's Delinquent Tax Revolving Fund, which advanced the money used to
liquidate amounts due the General Fund, various other funds, other governmental units, and to provide funds
for current operations. Taxes receivable of $2,621,662 at March 1, 2008 and $2,328,166 at March 1, 2007,
were purchased by the County using the cash reserves of its Delinquent Tax Revolving Fund.

NOTE 11--DEFERRED COMPENSATION PLAN.

Alpena County offers all its employees a deferred compensation plan created in accordance with the Internal
Revenue Code, Section 457. The assets of the plans were held in trust, (custodial account annuity contract)
as described in IRC Section 457(g) for the exclusive benefit of the participants (employees) and their
beneficiaries. The custodian thereof for the exclusive benefit of the participants holds the custodial account for
the beneficiaries of this Section 457 plan, and the assets may not be diverted to any other use. The
administrators are agents of the employer (Alpena County) for the purposes of providing direction to the
custodian of the custodial account from time to time for the investment of the funds held in the account,
transfer of assets to or from the account and all other matters. In accordance with the provision of GASB
Statement No. 32, plan balances and activities are not reflected in the Alpena County financial statements.
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NOTE 12--EMPLOYEE RETIREMENT AND BENEFIT SYSTEMS.

Description of Retirement Plan and Plan Assets

The County is in an agent multiple-employer defined benefit pension plan with the Municipal Employees'
Retirement System (MERS), administered by the State of Michigan. The system provides the following
provisions: normal retirement, deferred retirement, service retirement allowance, disability retirement
allowance, nonduty-connected death and postretirement adjustments to plan members and their beneficiaries.
The service requirement is computed using credited service at the time of termination of membership
multiplied by the sum of 2.00 to 2.50 percent times the final average compensation (FAC) with a maximum
benefit of 80 percent of FAC. The most recent period for which actuarial data was available was for the fiscal
year ended December 31, 2006.

MERS was organized pursuant to Section 12a of Act #156, Public Acts of 1851 (MSA 5.333(a); MCLA
46.12(a)), as amended, State of Michigan. MERS is regulated under Act No. 427 of the Public Acts of 1984,
sections of which have been approved by the State Pension Commission. MERS issues a publicly available
financial report that includes financial statements and required supplementary information for the system. That
report may be obtained by writing to the MERS at 447 North Canal Street, Lansing, Michigan 48917-9755.

Funding Policy

The obligation to contribute to and maintain the system for these employees was established by negotiation
with the County's competitive bargaining unit and personnel policy, which does not require employees to
contribute to the plan. The County is required to contribute at an actuarially determined rate.

The contribution rate as a percentage of payrolls at December 31, 2006 is as follows:

Local Union 212 14.85%
Sheriff 12.25%
911 employees 11.14%
Northland library 4.68%
Alpena County library 12.08%

Annual Pension Cost

During the fiscal year ended December 31, 2007, the County's contributions totaling $425,593 were made in
accordance with contribution requirement determined by an actuarial valuation of the plan as of December 31,
2003. The employer contribution rate has been determined based on the entry age normal funding method.
Under the entry age normal cost funding method, the total employer contribution is comprised of the normal
cost plus the level annual percentage of payroll payment required to amortize the unfunded actuarial accrued
liability over 30 years. The employer normal cost is, for each employee, the level percentage of payroll
contribution (from entry age to retirement) required to accumulate sufficient assets at the member's
retirement to pay for his projected benefit. Significant actuarial assumptions used include a long-term
investment yield rate of 8 percent and annual salary increases of 4.5% percent based on an age-related scale
to reflect merit, longevity, and promotional salary increases.

Three Year Trend Information for GASB Statement No. 27

Annual Percentage Net
Year Ended Pension of APC Pension
December 31 Cost (APC) Contributed Obligation

2004 $ 397,282 100% $ 0
2005 384,328 100% 0
2006 425,593 100% 0
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Required Supplementary Information for
GASB Statement No. 27

Actuarial UAAL as a

Actuarial Actuarial Accrued Underfunded Percent of
Valuation Value of Liability AAL Funded Covered Covered
Date Assets (AAL) (UAAL) Ratio Payroll Payroll
12/31/04 $ 9,311,382 $12,313,305 $ 3,001,923 75.6% $ 3,296,589 93.0%
12/31/05 9,805,906 13,232,740 3,426,834 74.1% 3,362,727 103.0%
12/31/06 10,513,003 13,864,031 3,351,028 75.8% 3,222,858 101.0%

Component Unit Retirement Disclosures

The Alpena General Hospital, Alpena County Road Commission and the District Health Department No. 4
participate in the Michigan Municipal Employees Retirement System, a multiple employer defined benefit
pension plan, administered by the State of Michigan. The following table presents the relevant information for
each plan:

Actuarial Actuarial

Accrued Value of

Liability Assets
Alpena General Hospital $ 115,059,038  $ 100,795,387
Alpena County Road Commission 8,856,784 8,008,528
District Health Department No. 4 11,669,036 9,823,618

Postretirement Benefits. The County of Alpena offers no postemployment benefits to its retirees. However,
retirees can continue coverage with the County's health care insurance at their own expense.

NOTE 13--CONTINGENCIES, CLAIMS, AND LITIGATION.

There are various legal actions pending against the County. Due to the inconclusive nature of these actions, it
is not possible for the County to neither determine the probable outcome of these actions nor provide a
reasonable estimate of the County's potential liability, if any. The County believes that it has sufficient
insurance coverage to provide for possible losses resulting from the unfavorable outcome of any litigation.

NOTE 14--RISK MANAGEMENT.

The County is exposed to various risks of loss related to property loss, torts, errors, and omissions, employee
injuries, unemployment benefits, as well as medical and workman's compensation benefits provided to
employees. The County has purchased commercial insurance for fleet equipment and tort claims, boiler and
machinery, certain property and equipment damage and theft, employee theft, and limited tort claims for
specific County facilities or events.

Settled claims for the commercial insurance have not exceeded the amount of coverage in any of the past
three years. There was no reduction in coverages obtained through commercial insurance during the past
year. The County pays unemployment claims on a reimbursement basis.
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NOTE 15--JOINT VENTURES.

In February 1998, the County of Alpena joined Montmorency County and Oscoda County in creating the
Montmorency-Oscoda-Alpena Solid Waste Management Authority in accordance of Act No. 223 of the Public
Acts of 1955 of the State of Michigan.

This authority manages a landfill located in Montmorency County and is governed by a six person board, with
two representatives for each county.

Annually each County has been asked to use their annual financial statements to assure the unfunded portion
of the Closure and Post Closure cost. That Closure cost balance on December 31, 2006 is $3,883,614 with
certificates of deposit and other investments amounting to $2,041,946 of that balance.

The County has no significant influence over the management of the authority and that is why they are not
included in the County’s Annual financial report.

The Montmorency-Oscoda-Alpena Solid Waste Management Authority maintains the financial records at the
Montmorency County Court House, Atlanta, Ml 48709 and the office number is (989) 785-8003.

In January 2000, the County joined Montmorency County in forming the Northeast Michigan Recycling Alliance
Authority, under Act No. 223 of the Public Acts of 1955 of the State of Michigan.

The authority manages a transfer station and recycling facility on West M-32 in Wilson Township in Alpena
County. It is governed by a six person board, with three representatives from each County.

The County has no significant influence over the management of the authority and that is why they are not
included in the County’s Annual financial report.

The Northeast Michigan Recycling Alliance Authority maintains the financial records at the Montmorency
County Court House, Atlanta, MI 48709 and the office number is (989) 785-8003. Its financial office is located
at the Alpena Soil Conservation District Office located at 1900 W. M-32, Alpena, Michigan and the office
number if (989) 356-6038.
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Year Ended December 31, 2007

Variance with

Final Budget
Budgeted Amounts Actual Favorable
Original Final Amount (Unfavorable)
General Fund
Budgetary fund balance, January 1, 2007 $ 1,702,392 $ 1,702,392 $ 1,702,392 $ -
Resources (inflows):

Taxes 4,205,062 4,351,294 4,364,575 13,281
Licenses and permits 16,250 15,200 14,693 (507)
Federal grants 66,215 66,215 43,566 (22,649)
State grants 869,711 887,507 867,078 (20,429)
Local grants 99,281 100,081 85,733 (14,348)
Charges for service 1,023,200 1,189,375 1,188,548 (827)
Fines and forfeitures 91,150 75,150 75,215 65
Interest and rents 352,617 360,117 360,190 73
Other revenue 326,558 405,378 402,702 (2,676)
Transfers from other funds 1,494,765 1,428,582 1,428,582 -
Amounts available for appropriation 10,247,201 10,581,291 10,533,274 (48,017)

EXPENDITURES
Legislative 204,855 214,383 210,806 3,577
Judicial 1,544,595 1,559,728 1,551,355 8,373
General government 3,175,146 3,249,002 3,152,522 96,480
Public safety 2,183,909 2,184,736 2,135,915 48,821
Public works 5,671 5,683 2,971 2,712
Health and welfare 430,253 410,911 403,857 7,054
Community and economic development 115,362 111,455 109,767 1,688
Contingency 125,943 - - -
Transfers to other funds 759,075 879,075 879,075 -
Total charges to appropriations 8,544,809 8,614,973 8,446,268 168,705
Budgetary fund balance, December 31, 2007 $ 1,702,392 $ 1,966,318 $ 2,087,006 $ 120,688
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BUDGETARY COMPARISON SCHEDULE

Year Ended December 31, 2007

Ambulance Fund

Budgetary fund balance, January 1, 2007
Resources (inflows):
Property taxes
State grants
Interest and rents
Other

Amounts available for appropriation

EXPENDITURES
Public safety

Total charges to appropriations

Budgetary fund balance, December 31, 2007

Housing Commission Fund

Budgetary fund balance, January 1, 2007
Resources (inflows):
Federal grants
Charges for service
Interest and rents
Other

Amounts available for appropriation

EXPENDITURES
Health and welfare

Total charges to appropriations

Budgetary fund balance, December 31, 2007

Variance with

Final Budget

Budgeted Amounts Actual Favorable
Original Final Amount (Unfavorable)
$ 834,981 $ 834,981 $ 834,981 $ -
816,618 804,415 804,578 163
18,180 18,180 18,180 -
30,000 54,500 56,113 1,613
100 730 680 (50)
1,699,879 1,712,806 1,714,532 1,726
930,473 944,096 755,262 188,834
930,473 944,096 755,262 188,834

$ 769,406 $ 768,710 $ 959,270 $ 190,560
$ 32,061 $ 32,061 $ 32,061 $ -
100,000 53,445 47,657 (5,788)
122,393 135,000 128,153 (6,847)

- 5,300 282 (5,018)

254,454 225,806 208,153 (17,653)
222,393 223,075 176,405 46,670
222,393 223,075 176,405 46,670

$ 32,061 $ 2,731 $ 31,748 $ 29,017
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BUDGETARY COMPARISON SCHEDULE

Year Ended December 31, 2007

Revenue Sharing Reserve Fund
Budgetary fund balance, January 1, 2007

Property taxes
Interest and rents

Amounts available for appropriation

EXPENDITURES
Transfers to other funds

Total charges to appropriations

Budgetary fund balance, December 31, 2007

Variance with

Final Budget

Budgeted Amounts Actual Favorable
Original Final Amount (Unfavorable)
$ 2,354,883 $ 2,354,883 $ 2,354,883 $ -
1,273,381 - - -
10,000 84,000 81,016 (2,984)
3,638,264 2,438,883 2,435,899 (2,984)
679,765 682,397 682,397 -
679,765 682,397 682,397 -
$ 2,958,499 $ 1,756,486 $ 1,753,502 $ (2,984)
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December 31

2007 2006
ASSETS
Cash and cash equivalents $ 236,313 $ 348,669
Investments 1,984,973 1,366,044
Receivables
Taxes - 130,899
Interest and accounts 53,018 23,506
Due from other governmental units 148,797 139,878
Total assets $ 2,423,101 $ 2,008,996
LIABILITIES AND FUND BALANCES
Accounts payable $ 64,071 $ 81,594
Accrued payroll and withholdings 106,450 94,087
Advances from other funds 120,000 -
Unearned revenue - 130,899
Total liabilities 290,521 306,580
Fund Balances
Reserved 130,452 138,332
Unreserved
Designated - -
Undesignated 2,002,128 1,564,084
Total fund balance 2,132,580 1,702,416

Total liabilities and fund balance $ 2,423,101 $ 2,008,996
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County of Alpena

General Fund

BUDGETARY COMPARISON SCHEDULE OF REVENUES AND EXPENDITURES

REVENUES

TAXES
Property Taxes

Others

LICENSES AND PERMITS
Licenses and Permits

FEDERAL GRANTS

IV-D Cooperative Reimbursement
Emergency Management
Community Emergency Response
Homeland Security

STATE GRANTS

Judicial Payments-Circuit Court
Judicial Payments-District Court
Judicial Payments-Probate Court
State Court Equity Fund

Liquor and Convention Facilities Tax

Cigarette Tax

Prosecuting Attorney

State Survey and Remonumentation
Sheriff's Department/Jail

Secondary Road Patrol

D.N.R. Safety
Victims Rights

Drug Case Management
AG Clean Sweep

LOCAL GRANTS

H.U.N.T.
D.A.R.E.

School Liason Program

Year Ended December 31, 2007

Budgeted Amounts Actual 2006

Original Amended Amounts Actual
$ 4,152,062 $ 4,285294 $ 4,298,842 $ 4,039,787
53,000 66,000 65,733 52,884
4,205,062 4,351,294 4,364,575 4,092,671
16,250 15,200 14,693 15,732
16,250 15,200 14,693 15,732
51,715 51,715 39,333 53,109
8,500 8,500 4,233 8,579
6,000 6,000 - 239
- - - 40,764
66,215 66,215 43,566 102,691
32,000 32,000 32,007 32,007
51,280 54,680 54,683 51,280
147,802 147,802 147,953 171,351
205,000 191,000 191,051 197,748
157,352 153,564 153,413 145,924
17,491 15,112 15,112 18,494
12,000 12,357 12,220 8,931
68,519 68,519 61,989 100,681
29,000 53,497 53,567 16,680
79,764 79,764 79,711 76,874
12,174 12,174 2,190 17,240
52,529 59,498 59,358 54,531
200 2,940 2,979 199
4,600 4,600 845 273
869,711 887,507 867,078 892,213
34,443 35,243 35,313 36,865
11,000 11,000 11,000 8,250
53,838 53,838 39,420 43,750
99,281 100,081 85,733 88,865

(continued)
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County of Alpena

General Fund

BUDGETARY COMPARISON SCHEDULE OF REVENUES AND EXPENDITURES - Continued

REVENUES (Continued)

CHARGES FOR SERVICES
Circuit Court
District Court
Friend of the Court
Public Conservator
Probate Court
Family Division - Juvenile
Clerk
Prosecuting Attorney
Register of Deeds
Property Transfer Fees
Sheriff's Department/Jail
Ordinance Enforcement Officer
Treasurer
Medical Examiner
Older Persons

FINES AND FORFEITURES
Fines and forfeitures

INTEREST AND RENTS
Interest Earned
Rents

OTHER REVENUE
Central Service Reimbursements
Reimbursements and Refunds
Miscellaneous Revenue

TOTAL REVENUES

TRANSFERS IN
Delinquent Tax Payment
Revenue Sharing Reserve
CRTC Fund
Department of Human Services
Child Care - Probate Court
Child Care - DHS

Total revenues and transfers in

Year Ended December 31, 2007

Budgeted Amounts Actual 2006
Original Amended Amounts Actual
- $ 54,857 $ 54,627 $ 9,783
369,000 359,700 359,811 380,744
- 77,800 77,817 76,191
35,000 28,500 28,493 31,492
17,500 17,500 16,632 20,280
- 42,034 42,034 33,895
138,000 173,125 172,797 162,454
600 1,867 1,867 400
185,000 179,200 179,315 191,615
82,000 77,000 76,983 77,479
174,400 161,692 162,160 192,968
6,700 2,600 2,560 8,112
9,000 5,600 5,539 8,695
6,000 7,900 7,913 7,021
- - - 8,578
1,023,200 1,189,375 1,188,548 1,209,707
91,150 75,150 75,215 87,688
91,150 75,150 75,215 87,688
140,000 147,500 147,572 149,806
212,617 212,617 212,618 212,618
352,617 360,117 360,190 362,424
120,484 164,022 164,268 139,187
202,239 215,709 213,774 235,070
3,835 25,647 24,660 7,426
326,558 405,378 402,702 381,683
7,050,044 7,450,317 7,402,300 7,233,674
600,000 600,000 600,000 600,000
679,765 682,397 682,397 658,049
- 28,876 28,876 -
- 16,245 16,245 9,163
215,000 100,000 100,000 277,000
- 1,064 1,064 756
1,494,765 1,428,582 1,428,582 1,544,968
8,544,809 8,878,899 8,830,882 8,778,642
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County of Alpena
General Fund

BUDGETARY COMPARISON SCHEDULE OF REVENUES AND EXPENDITURES

Year Ended December 31, 2007

Budgeted Amounts Actual 2006
Original Amended Amounts Actual
EXPENDITURES
LEGISLATIVE
Board of Commissioners $ 204855 $ 214383  $ 210,806 $ 201,171
204,855 214,383 210,806 201,171
JUDICIAL
Circuit Court 319,255 319,255 319,255 318,155
District Court 495,539 509,245 505,379 497,340
Multi County Probation 1,050 1,050 837 752
Friend of the Court 79,097 79,097 79,097 76,986
Public Conservator 37,381 39,423 38,271 29,803
Public Advocate 269,280 269,280 269,280 264,000
Probate Court 257,990 262,987 259,845 258,546
Family Division - Juvenile 85,003 79,391 79,391 102,605
1,544,595 1,559,728 1,551,355 1,548,187
GENERAL GOVERNMENT
Coordinator 89,303 95,670 95,166 88,482
Elections 28,406 17,166 16,681 24,931
Board of Canvassers 567 567 5 510
County General 132,625 149,095 148,024 119,743
Clerk 231,860 239,900 232,441 226,901
Equalization 236,833 248,392 240,841 229,187
Data Processing 332,933 327,491 323,251 307,179
Prosecuting Attorney 377,526 393,630 388,151 377,997
IV-D Cooperative Reimbursement 78,713 84,119 46,963 65,038
Register of Deeds 201,326 218,538 215,949 202,107
State Survey and Remonumentation 68,519 68,519 68,355 57,637
Treasurer 206,817 219,640 213,725 212,995
MSU Cooperative Extension 80,295 81,445 76,426 73,161
Building Authority 264,625 264,785 264,721 248,594
Building and Grounds 749,177 743,657 734,228 736,623
DHS State Lease 79,363 76,540 69,243 70,468
Drain Commissioner 13,758 17,348 15,852 12,892
Employees Sick Pay 2,500 2,500 2,500 -
3,175,146 3,249,002 3,152,522 3,054,445
PUBLIC WORKS
Department of Public Works 1,071 1,083 878 796
MI Department AG-Clean Sweep 4,600 4,600 2,093 1,117
5,671 5,683 2,971 1,913

(continued)
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County of Alpena

General Fund

BUDGETARY COMPARISON SCHEDULE OF REVENUES AND EXPENDITURES - Continued

EXPENDITURES (Continued)

PUBLIC SAFETY
Sheriff Department / Jail
H.U.N.T. Program
Secondary Road Patrol Program
D.A.R.E. Progam
D.N.R. Safety Program
School Liaison Program
Victims Rights Services
Office of Emergency Preparation
Livestock Damage
Ordinance Enforcement Officer
Community Emergency Response
Homeland Security Equipment Grant

HEALTH AND WELFARE
Communicable Disease
Medical Examiner
State Institutions
District Health
Northeast Michigan Mental Health
Veterans Burials
Veterans Counselor

COMMUNITY AND ECONOMIC
DEVELOPMENT
Planning Commission
Associations / Community Groups

OTHER
Contingency Fund

TOTAL EXPENDITURES

Year Ended December 31, 2007

Budgeted Amounts Actual 2006

Original Amended Amounts Actual
$ 1,847,627 1,823,298 1,808,992 $ 1,838,467
34,443 35,543 35,439 34,419
80,625 90,041 78,649 69,546
10,989 11,639 11,006 10,386
14,273 14,273 3,014 4,160
53,838 56,018 54,642 52,457
52,529 60,062 59,723 56,724
30,477 30,031 28,319 20,929
100 100 - -
53,008 57,731 56,131 51,868
6,000 6,000 - 623
- - - 32,364
2,183,909 2,184,736 2,135,915 2,171,943
850 850 - 94
43,200 43,374 40,759 42,606
65,000 44,100 44,053 23,325
176,931 176,931 176,931 209,600
94,737 94,737 94,737 94,737
9,000 9,000 7,165 7,285
40,535 41,919 40,212 39,055
430,253 410,911 403,857 416,702
1,697 1,677 888 1,330
113,665 109,778 108,879 101,402
115,362 111,455 109,767 102,732
125,943 - - -
125,943 - - -
7,785,734 7,735,898 7,567,193 7,497,093
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County of Alpena

General Fund

BUDGETARY COMPARISON SCHEDULE OF REVENUES AND EXPENDITURES

TRANSFERS OUT
Airport
Budget Stabilization Fund

Building/Grounds Maintenance Fund

Child Care - DHS

Child Care - Probate Court
Department of Human Services
Equipment Fund

Law Library

Plaza Pool

CRTC

Total expenditures and transfers out

EXCESS OF REVENUES AND
TRANSFERS OVER (UNDER)
EXPENDITURES AND
TRANSFERS
(BUDGETARY BASIS)

ADJUSTMENTS
To adjust revenues for interest
and tax accruals and deferrals

To adjust expenditures for
accrual of payables

EXCESS OF REVENUES AND
TRANSFERS OVER (UNDER)
EXPENDITURES AND
TRANSFERS
(GAAP BASIS)

Year Ended December 31, 2007

Budgeted Amounts Actual 2006
Original Amended Amounts Actual
126,635 $ 126,635 $ 126,635 $ 186,253
2,500 2,500 2,500 -
64,955 64,955 64,955 6,491
2,000 2,000 2,000 2,000
372,042 372,042 372,042 360,000
24,000 24,000 24,000 24,000
137,355 137,355 137,355 105,569
11,449 11,449 11,449 12,820
18,139 18,139 18,139 20,323
- 120,000 120,000 -
759,075 879,075 879,075 717,456
8,544,809 8,614,973 8,446,268 8,214,549
- $ 263,926 384,614 564,093
40,378 (5,140)
5,172 (47,849)
$ 430,164 $ 511,104
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County of Alpena

COMBINING BALANCE SHEET - NONMAJOR GOVERNMENTAL FUNDS

December 31, 2007

Budget Child Care
Airport Stabilization DHS
ASSETS
Cash and cash equivalents $ 74,963 $ 3,287 $ 46
Investments - 147,729 -
Receivables
Taxes - - -
Interest and accounts 17,928 62 -
Due from other governmental units - - -
Inventories - - -
Total assets $ 92,891 $ 151,078 $ 46
LIABILITIES AND FUND BALANCES
LIABILITIES
Accounts payable $ 14294 3% - $ -
Accrued payroll and withholdings 5,831 - -
Advances payable - - -
Deferred revenue - - -
Total liabilities 20,125 - -
FUND BALANCES
Reserved - - -
Unreserved
Designated 6,315 - -
Undesignated 66,451 151,078 46
Total fund balances 72,766 151,078 46

Total liabilities and fund balances $ 92,891 $ 151,078 $ 46
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Child Care Corrections Criminal CRTC Drug Law Enhanced

Probate Court Training Justice Training Grant Enforcement 911

$ 10,026 $ 6,022 $ 3,849 64,247 $ 1,890 $ 50,581

233,317 - - 95,384 - 223,543

700 - - 162 - 62,801

840 - - 64,211 - 28,997

$ 244,883 $ 6,022 $ 3,849 224,004  $ 1,890 $ 365,922

$ 65,654 $ - $ - 1,006 $ - $ -

- - - 19,711 - 17,029

65,654 - - 20,717 - 17,029

- - - - - 11,872

179,229 6,022 3,849 203,287 1,890 337,021

179,229 6,022 3,849 203,287 1,890 348,893

$ 244,883 $ 6,022 $ 3,849 224,004 $ 1,890 $ 365,922
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County of Alpena

COMBINING BALANCE SHEET - NONMAJOR GOVERNMENTAL FUNDS

December 31, 2007

Family
Counseling DHS H.U.N.T.

ASSETS

Cash and cash equivalents $ 69,310 $ 18,899 3 184,705
Investments - - -
Receivables
Taxes - - -
Interest and accounts 15 - -
Due from other governmental units - - 3,280
Inventories - - -

Total assets $ 69,325 $ 18,899 $ 187,985

LIABILITIES AND FUND BALANCES

LIABILITIES
Accounts payable $ - $ - $ 10,403
Accrued payroll and withholdings - - -
Advances payable - - -
Deferred revenue - - -

Total liabilities - - 10,403

FUND BALANCES
Reserved - - -
Unreserved
Designated - - -
Undesignated 69,325 18,899 177,582

Total fund balances 69,325 18,899 177,582

Total liabilities and fund balances $ 69,325 $ 18,899 $ 187,985
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Northern Register of
Law Lights Older Plaza Deeds
Library Arena Persons Act Parks Pool Automation
12,306 $ 91,305 $ 35,109 3,865 47,991 $ 7,176
- 38,427 189,598 86,828 - 31,086
- - 501,405 - - -
- 21,060 367 2,895 2,221 78
- 2,827 - - - -
12,306 $ 153,619 $ 726,479 93,588 50,212 $ 38,340
2,289 $ 75,748 $ 23,907 1,283 - $ -
- 7,433 - - 840 -
- 10,611 501,405 - - -
2,289 93,792 525,312 1,283 840 -
- 49,603 - - 10,902 -
- - 24,937 68,500 - -
10,017 10,224 176,230 23,805 38,470 38,340
10,017 59,827 201,167 92,305 49,372 38,340
12,306 $ 153,619 $ 726,479 93,588 50,212 $ 38,340
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County of Alpena

COMBINING BALANCE SHEET - NONMAJOR GOVERNMENTAL FUNDS

December 31, 2007

Veterans EPA EPA
Trust Sewer #5 Water # 5

ASSETS

Cash and cash equivalents $ 776 $ - $
Investments - -
Receivables
Taxes - -
Interest and accounts - -
Due from other governmental units - -
Inventories - -

Total assets $ 776 $ - $

LIABILITIES AND FUND BALANCES

LIABILITIES
Accounts payable $ - 8 - 8
Accrued payroll and withholdings - -
Advances payable - -
Deferred revenue - -

Total liabilities - -

FUND BALANCES
Reserved - -
Unreserved
Designated - -
Undesignated 776 -

Total fund balances 776 -

Total liabilities and fund balances $ 776 $ - $
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Total
1989 Alpena County Non-Major
Water / Sewer Building Equipment and Alpena General Governmental
Bond Authority Debt Replacement Hospital Capital Funds
$ $ 59,339 $ 9,152 $ 7,995 $ 762,839
196,922 152,472 - 1,395,306
- - 911,647 1,413,052
576 13,072 - 121,937
- - - 97,328
- - - 2,827
$ $ 256,837 $ 174,696 $ 919,642 $ 3,793,289
$ $ - $ - $ - $ 194,584
- - - 50,844
- - 911,647 1,423,663
- - 911,647 1,669,091
- - - 72,377
- 256,837 - - 356,589
- - 174,696 7,995 1,695,232
- 256,837 174,696 7,995 2,124,198
$ - $ 256,837 $ 174,696 $ 919,642 $ 3,793,289
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County of Alpena

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS

December 31, 2007

REVENUES
Taxes
Federal grants
State grants
Other intergovernmental revenue
Charges for service
Fines and forfeitures
Interest and rents
Other revenue
Total revenues

EXPENDITURES
Current
Judicial
General government
Public safety
Health and welfare
Recreation and cultural
Debt Service
Principal
Interest
Total expenditures

EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES)
Note proceeds
Transfers in
Transfers (out)

EXCESS OF REVENUES AND OTHER
SOURCES OVER (UNDER)
EXPENDITURES AND OTHER USES
FUND BALANCES, beginning of the year

FUND BALANCES, end of the year

Budget Child Care
Airport Stabilization DHS

$ - $ - -
733,431 - -

18,625 - 51

135,335 - -
146,315 7,318 -

15,833 - -
1,049,539 7,318 51

- - 2,044

1,186,972 - -
1,186,972 - 2,044
(137,433) 7,318 (1,993)
145,260 2,500 2,043
- - (1,064)

145,260 2,500 979
7,827 9,818 (1,014)

64,939 141,260 1,060

$ 72,766 $ 151,078 46
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Child Care Corrections Criminal CRTC Drug Law Enhanced

Probate Court Training Justice Training Grant Enforcement 911

$ - $ - $ - $ - $ - $ -

295,326 - 2,986 598,080 - -

55,094 - - - - -

82,841 8,755 - - - 869,092

10,003 - - 2,388 - 6,376

- - - - - 1,386

443,264 8,755 2,986 600,468 - 876,854

- 11,384 4,206 488,305 - 705,174

609,190 - - - - -

609,190 11,384 4,206 488,305 - 705,174

(165,926) (2,629) (1,220) 112,163 - 171,680

372,042 - - 120,000 - -

(100,043) - - (28,876) - -

271,999 - - 91,124 - -

106,073 (2,629) (1,220) 203,287 - 171,680

73,156 8,651 5,069 - 1,890 177,213

$ 179,229 $ 6,022 $ 3,849 $ 203,287 $ 1,890 $ 348,893
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County of Alpena

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS

December 31, 2007

Family
Counseling DHS H.U.N.T.

REVENUES
Taxes $ -8 - 8 -
Federal grants - - -
State grants - - 143,829
Other intergovernmental revenue - - 56,725
Charges for service 3,855 1,608 -
Fines and forfeitures - - 81,624
Interest and rents - - 4,615
Other revenue - - 25

Total revenues 3,855 1,608 286,818

EXPENDITURES

Current
Judicial - - -
General government - - -
Public safety - - 248,421
Health and welfare 2,780 6,834 -
Recreation and cultural - - -

Debt Service
Principal - - -
Interest - - -

Total expenditures 2,780 6,834 248,421

EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES 1,075 (5,226) 38,397

OTHER FINANCING SOURCES (USES)
Note proceeds - - -
Transfers in - 24,000 -
Transfers (out) - (16,245) -

- 7,755 -

EXCESS OF REVENUES AND OTHER
SOURCES OVER (UNDER)
EXPENDITURES AND OTHER USES 1,075 2,529 38,397

FUND BALANCES, beginning of the year 68,250 16,370 139,185

FUND BALANCES, end of the year $ 69,325 $ 18,899 $ 177,582
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Northern Register of
Law Lights Older Plaza Deeds
Library Arena Persons Act Parks Pool Automation

- $ - $ 476,090 $ - $ - $ -

- - 10,551 - - -

- 644,848 - 128,690 99,890 35,300

3,500 - - - - -

- 8,811 18,349 5,360 - 1,387

- 50,279 - 23,453 19,233 -

3,500 703,938 504,990 157,503 119,123 36,687
12,672 - - - - -

- - - - - 18,153

- 627,237 420,318 210,772 122,574 -

- 5,950 - - - -

12,672 633,187 420,318 210,772 122,574 18,153
(9,172) 70,751 84,672 (53,269) (3,451) 18,534
11,449 - - - 18,139 -
11,449 - - - 18,139 -
2,277 70,751 84,672 (53,269) 14,688 18,534
7,740 (10,924) 116,495 145,574 34,684 19,806

10,017 $ 59,827 $ 201,167 $ 92,305 $ 49,372 $ 38,340
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County of Alpena

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS

December 31, 2007

Veterans EPA EPA
Trust Sewer #5 Water # 5

REVENUES
Taxes $ - $ - $ -
Federal grants - - -
State grants 2,770 - -
Other intergovernmental revenue - 214,750 29,313
Charges for service - - -
Fines and forfeitures - - -
Interest and rents - - -
Other revenue - - -

Total revenues 2,770 214,750 29,313

EXPENDITURES

Current
Judicial - - -
General government - - -
Public safety - - -
Health and welfare 2,819 - -
Recreation and cultural - - -

Debt Service

Principal - 195,000 25,000
Interest - 19,750 4,313
Total expenditures 2,819 214,750 29,313

EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES (49) - -

OTHER FINANCING SOURCES (USES)
Note proceeds - - -
Transfers in - - -
Transfers (out) - - -

EXCESS OF REVENUES AND OTHER
SOURCES OVER (UNDER)
EXPENDITURES AND OTHER USES (49) - -

FUND BALANCES, beginning of the year 825 - -

FUND BALANCES, end of the year $ 776 $ - $ -
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Total
1989 Alpena County Alpena General Non-Major
Water / Sewer Building Equipment and Hospital Governmental
Bond Authority Debt Replacement Capital Funds
$ - $ - $ - $ 849,119 $ 1,325,209
- - - - 733,431
- - - 19,164 1,091,382
69,875 168,200 - - 593,957
- - - - 2,010,214
- - - - 85,124
- 341,644 8,243 - 560,809
- - 32,858 - 143,067
69,875 509,844 41,101 868,283 6,543,193
- - - - 12,672
- - 49,503 - 67,656
- - - - 1,457,490
- - - 866,423 1,490,090
- - - - 2,567,873
65,000 337,300 81,441 - 709,691
4,875 107,313 6,593 - 142,844
69,875 444,613 137,537 866,423 6,448,316
- 65,231 (96,436) 1,860 94,877
- - 137,355 - 832,788
- - - - (146,228)
- - 137,355 - 686,560
- 65,231 40,919 1,860 781,437
- 191,606 133,777 6,135 1,342,761
$ - $ 256,837 $ 174,696 $ 7,995 $ 2,124,198
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County of Alpena
COMBINING BALANCE SHEET - FIDUCIARY FUNDS

December 31, 2007

Trust and Library
Agency Penal
Fund Fund
ASSETS
Cash and cash equivalents $ 658,584  $ 80,445
Investments - -
Interest and accounts - -
$ 658,584 $ 80,445
LIABILITIES AND FUND EQUITY
Accrued payroll and withholdings $ (4,833) $ -
Other liabilities and deposits 663,417 80,445
658,584 80,445

Fund balances - -

$ 658,584 $ 80,445
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Employee
Sick

Pay Totals
2,667 741,696
265,797 265,797
126 126
268,590 1,007,619
268,590 263,757
- 743,862
268,590 1,007,619
268,590 1,007,619




COMBINING STATEMENT OF CHANGES IN ASSETS AND LIABILITIES -
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County of Alpena

AGENCY FUNDS

Year Ended December 31, 2007

TRUST AND AGENCY FUND

ASSETS
Cash and cash equivalents

LIABILITIES
Payroll withholdings and other
Other liabilities and deposits

LIBRARY PENAL FUND

ASSETS
Cash and cash equivalents

LIABILITIES
Other liabilities and deposits

EMPLOYEE SICK PAY FUND

ASSETS
Cash and cash equivalents
Investments
Interest and accounts receivable

LIABILITIES
Payroll withholdings and other

Balances Balances

Jan 01, 07 Additions Deductions Dec 31, 07
830,831 $ 14,857,726 15,029,973 658,584
830,831 $ 14,857,726 15,029,973 658,584
20,263 $ 1,685,546 1,710,642 (4,833)
810,568 18,175,463 18,322,614 663,417
830,831 $ 19,861,009 20,033,256 658,584
95,416 $ 164,284 179,255 80,445
95,416 $ 164,284 179,255 80,445
95,416 $ 164,284 179,255 80,445
95,416 $ 164,284 179,255 80,445
5,092 $ 2,585 5,010 2,667
246,730 19,067 - 265,797
1,051 126 1,051 126
252,873 $ 21,778 6,061 268,590
252,873 $ 21,777 6,060 268,590
252,873 $ 21,777 6,060 268,590
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County of Alpena

COMBINING STATEMENT OF CHANGES IN ASSETS AND LIABILITIES -
AGENCY FUNDS

Year Ended December 31, 2007

Balances Balances
Jan 01, 07 Additions Deductions Dec 31, 07
TOTALS - ALL AGENCY FUNDS
ASSETS
Cash and cash equivalents 931,339 15,024,595 15,214,238 741,696
Investments 246,730 19,067 - 265,797
Interest and accounts receivable 1,051 126 1,051 126
1,179,120 15,043,788 15,215,289 1,007,619
LIABILITIES
Payroll withholdings and other 273,136 1,707,323 1,716,702 263,757
Other liabilities and deposits 905,984 18,339,747 18,501,869 743,862
1,179,120 20,047,070 20,218,571 1,007,619
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County of Alpena

SCHEDULE OF INDEBTEDNESS

December 31, 2007

Date Annual
Interest of Principal Interest
Rate Maturity Payable Payable
PRIMARY GOVERNMENT - GOVERNMENTAL ACTIVITIES
Alpena County Sanitary Sewage 5.00% 2008 $ 190,000 9,500
Unlimited Tax Refunding Bonds
Date of Issue: January 12, 1994 190,000 9,500
Amount of Issue: $2,705,000
Alpena County Water Supply 7.50% 2008 25,000 2,438
System No. 5 7.50% 2009 20,000 750
Date of Issue: May 1, 1989
Amount of Issue: $870,000 45,000 3,188
Alpena County Building Authority 4.75% 2008 115,000 27,841
Building Authority Bonds 4.75% 2009 120,000 22,260
Date of Issue: March 1, 1998 4.75% 2010 130,000 16,322
Amount of Issue: $1,360,000 4.85% 2011 130,000 10,082
4.95% 2012 140,000 3,465
635,000 79,970
Alpena County Building Authority 5.00% 2008 80,000 18,330
Building Authority Bonds 5.10% 2009 40,000 15,310
Date of Issue: November 1, 1999 5.20% 2010 40,000 13,250
Amount of Issue: $840,000 5.25% 2011 40,000 11,160
5.30% 2012 40,000 9,050
5.40% 2013 40,000 6,910
5.50% 2014 50,000 4,455
5.60% 2015 55,000 1,540
385,000 80,005
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Date Annual
Interest of Principal Interest
Rate Maturity Payable Payable

PRIMARY GOVERNMENT - GOVERNMENTAL ACTIVITIES (continued)

Alpena County Building Authority 4.20% 2008 $ 60,000 $ 30,245

Building Authority Bonds 4.30% 2009 65,000 27,588

Date of Issue: September 1, 2001 4.40% 2010 70,000 24,650

Amount of Issue: $995,000 4.50% 2011 70,000 21,535

4.60% 2012 75,000 18,235

4.80% 2013 80,000 14,590

4.90% 2014 80,000 10,710

5.00% 2015 85,000 6,625

5.00% 2016 90,000 2,250

675,000 156,428

Alpena County Building Authority 4.10% 2008 90,000 12,040

Building Authority Bonds 4.30% 2009 70,000 8,350

Date of Issue: February 1, 2002 4.40% 2010 60,000 5,340

Amount of Issue: $960,000 4.50% 2011 60,000 2,700

280,000 28,430

Alpena County Building Authority 4.40% 2008 11,612 2,222

Commercial bank loan 4.40% 2009 12,136 1,698

Date of Issue: April 12, 2002 4.40% 2010 12,677 1,156

Amount of Issue: $135,000 2011 13,242 591

49,667 5,667

Alpena County Building Authority 2008 83,869 -
Intergovernmental loan

Date of Issue: March 31, 2003 83,869 -

Amount of Issue: $112,500
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Date Annual
Interest of Principal Interest
Rate Maturity Payable Payable

PRIMARY GOVERNMENT - GOVERNMENTAL ACTIVITIES (continued)

Various Installment purchase agreements 2008 $ 51,135 $ 3,051
2009 20,544 1,233

71,679 4,284

Total Primary Government - Governmental Activities $ 2,415,215 $ 367,472

DISCRETELY PRESENTED COMPONENT UNITS

Alpena General Hospital

Alpena General Hospital 4.875% 2008 $ 325,000 $ 266,297
1999 G.O. Improvement Bonds 4.875% 2009 350,000 250,453
Date of Issue: November 1, 1999 4.875% 2010 375,000 234,000
Amount of Issue: $7,525,000 4.875% 2011 375,000 216,328
4.875% 2012 400,000 198,047

4.875% 2013 400,000 179,156

4.875% 2014 425,000 159,047

4.875% 2015 450,000 137,719

4.875% 2016 475,000 115,172

4.875% 2017 500,000 91,406

4.875% 2018 525,000 66,422

4.875% 2019 550,000 40,219

4.875% 2020 550,000 13,406

5,700,000 1,967,672
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Date Annual
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Rate Maturity Payable Payable
DISCRETELY PRESENTED COMPONENT UNITS (continued)
Alpena General Hospital 5.000% 2008 250,000 $ 230,787
2000 G.O. Improvement Bonds 5.000% 2009 250,000 217,662
Date of Issue: May 1, 2000 5.000% 2010 250,000 203,912
Amount of Issue: $5,875,000 5.000% 2011 300,000 189,538
5.000% 2012 300,000 173,913
5.125% 2013 325,000 157,459
5.125% 2014 325,000 140,803
5.200% 2015 350,000 123,375
5.250% 2016 375,000 104,431
5.250% 2017 375,000 84,744
5.350% 2018 400,000 64,200
5.350% 2019 450,000 41,463
5.350% 2020 550,000 14,712
4,500,000 1,746,999
Alpena General Hospital 3.57% 2008 840,000 29,988
2003 G.O. Improvement Bonds
Date of Issue: May 1, 2003 840,000 29,988
Amount of Issue: $3,925,000
Various Installment purchase agreements 2008 491,658 30,447
2009 445,319 10,883
2010 52,935 416
989,912 41,746
Total discretely presented component units $ 12,029,912 $ 3,786,405
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May 30, 2008

To the Board of Conmissionsrs
County of Alpena
Alpena, Michizan

We have audited the financial statements of the governmoental activities, Uie business-ty pe activities, the
agereeate diseretely presented componert units. ¢ach major fund, and the agerepate remaining fund
information of the County of Alpena, Michigan for the vear ended December 31, 2007, and have issued
our repor thereon dated May 300 2008, Professional standards require that we provide you with the
followving information related ke our audit.

Or Respousibilities wnder U.S. Generally Accepted Auditing Standards and OMB Circular A-133

As stated in oour engagement letter dated Fobruamy |0 2008, our responsibility, as  described by
professional standards. s 10 express opinions about whether the Ninancial statements preparcd by
management with your oversight are fuirly presented. inall material eespects, in condormity with 1S,
aenerally accepted accounting principles. Our audit of the financial statements does not religve vou or
managament of vour responsibilities,

In planning and perfirming our audil, we considered the Couny of Alpena, Michipan’s internal control
cver financial reporting in order to determine our auditing procedures [or the purpose of exprossing our
opinions on the financial statements and not fo provide assuranes on the internal contral over financial
reporting, We also comsidercd internal control over compliance with requirements that could have a direct
ard matgrial effeet on a major federal program in order to determing our auditing procedures for the
purpese of expressing our opinjon on complianee and w lest and report onanternal contral over
compliancy in aceordance with OMB Circular A-133.

As part of obaimng reasonable assucance about whether the County of Alpena. Michigan™s financial
statements are free of material misstatement we performed tests of its compliance with cerlaim provisions
of laws, regulations, contracts. and erants, noncomplisnee with which could have a direer and malerial
cifeet on the determination of financial statement atmoutts. However, providing an opinion on compliance
with those provisions wus not an objective of our audit. Alse in aceordanee with OMB Circular A-133.
we examined, on a test basis, evidence about the County of Alpena, Michivan's complianee with the
tvpes of complisnes regquirements deseribed o the LS Office of Management and Budger {OMED
Circular A-135 Compliance Supplement™ applicable to cach of its major federal programs for the purpose
of expressing an opinicn on the County of Alpena. Michigan™s complanee with those mequirencnts,
While our audit provides o reasonable hasis Tor our opinion, i1 docs not provide a leeal determination on
the County of Alpena, Michigan's compliance with those requirements.
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Planued Scope and Timing of the Audit
we performud the audit according to the planned scope and iming previously communicated 16 ¥ou n
cur meeting abowt planning matters on February 1, 2008,

Significant Audit Findings

(Quoalitative Aspeets ol Accounting Practices

Management is respensible for the selection and use of appropriate accounting policies. The significant
aecounting policies used by the County of Alpena. Michigan are described in Note 1 10 the fmancial
statcments, No new accounting policies were adopted and the application ol existing policies was o
changed during the year ended Teeember 31, 2007, We noted no transactions entered mto by the
governmental unit during the year for which there 18 a lack of authoritative gaidanee or consensus, There
are 1o significant ransactions that have been reeognized in the financial statements in a different peniod
than when the transaction vecurred,

Accounting estimates are an integral part of the Ninancial statements prepared by management and ary
hased on management’s knowledpe and experience about past and current events and assumptions abuout
Future events. (ertain accounting estimates are particularly sensitive beeanse of their significance to the
financial statements and becavse of the possibility that futere evenrs alfecting them may  diller
sipniticantly from those expected. The most sensitive cstimate affecting the financial stalcments was:

Management's estimate of the useful lives of fixed asscts for depreciation purposes is bascd on bustorical
information and industry cstimates, We evaluated the assumplions used 10 develep depreciation expense
in determining that it is reasonable i relation o the basic financial statements taken as & whole.

The diselosutes in the financial statements gy newtral, consistent. and elear, Certam hoancial statemertt
disclosures are particularty sensitive because of their sipnifleasce 1o financial statement users.

Ihfficultics Encountered in Performing the Awdit

We encountered no significant difficulties in dealing with management in performing amd completing our
audin.

Corrected and Pncorricted Misstatements

Professional standards require us o accumulate all known and likely misstatements dentified during the
audit, other than those that are trivial, and commumicate them (o the appropriate level of management,
Management has corrected all such msstaterments. In addition. none of the misstatements detected as a
result of audit procedures and corrected by management were material, either individually o in the
aporepate, to the financial statements taken as & whole.

Disaorveements with Managecment

For purposes of this letter. professional standards deline a disagreement with management as a finaneial
accounting, reportmg, o auditing matter, whether or o resolved o our satisBaction, that could be
signmificant (o the financial statements or the audilor’s report, We are pleased to report that ne such
dizagreements arose during (e course of our andit.

Management Representuations

Wo have requested certain representalions Itom management that are ingluded in the management
representation letter dawed May 30, 2008,



Manucement Consuliations with Other Independent Aeconntants

In somme cases, management may decide to consult with other accountants about auditing and accounting
matters. similar 1o obtaining a “second opinion™ on certain situations. 11 a consultution involves
application of an accounting principle to the governmental unit’s financial statements or a determination
of the tvpe of auditor™s opinion that may be expressed on those statcments. our professional standards
require the consulting accountant o check with us 1o determing that the consultnt has all the relevant
tacts. To our knowledae, there were no such consultations with other accountants.

Other Audit Findings or Isspes

we senerally discuss a variety of matiers. including the application of accounting principles and auditing
standards, with management each vear prior o retention as the povernmental vnit’s auditors. However,
these discussions occurred in (he normal course of our professional relationship and our responses were
nol & condition ta our reteatior,

Eleven new auditing standards bave been issued that require significant changes in how audits are
performed. Similar 1o the Sarbanes-Cndey rules that impacied publicly held corporations. these rules are
infended to help audited entities strengthen thar nteenal controls. In brict, these new rules require all
auditors 1o

= Ohiain a decper understanding of the design and operation of internal control
» Assess (he elfectiveness of internal control

+ Obtiin corroborating evidence that the understanding is eorreet and (he assessment is appropriate (i.
napection of documents. observation of procedures, o inguiry)

» Consider “what could go wrong” in the Hnancial statement process {evaluate the risks of financial
statement Crrors}

s Link the results to specific further audit procedures

s Communicate a summary ol the resalts of the auditor’s work to those charped with governanes (the
County Board of Commissioners)

As you can see, auditors will spend significantly more lime working with all aspects of your mtemal
control - These new rules are not limited to the public sector  they will apply o any organization thal
abtains an audit {nenprofit organization, privaie company, ¢te). These new rabes will impact audited
arganizalions in wo wayvs: vour finance stait will incur more time and effort in preparation Tor the audar,
and the apdit process will require additional time.

The Concept of Segnificant Deftciencies and Material Weaknesses under Statement on Anditing
Standards No. 112

Mew auditing rules have resulted in changes in the communications that we are required to provide
tollowing our audit. Thess rules require us 1o more [onnally communicai: matlers w¢ note aboutl your
accounting procedures and intermal controls, While we have always provided onr ohservations in these
areas as part of our aodit, we arg now required to el you about more items than we may have in the past
and o communicate them in writing.

The new audining standard ¢ Sratement on Anditing Standards No. P12] referred o as SAS 112 requires us
to inform vou about any matters noted in vour accounting procedures or intemal controls that the new
standard detines as a “significant defcicney.” The new threshald foe g sigmficant deheieney is a low ane
- 4 sienificant delwicney is any flaw that ereates more than a remote risk of errors in your {inancial
statetnenis that could matter to a user of the statements, Maiters that may be immaterial i the Tinaneal
statements stll may be classitied by the new auditing standards as a sienificant deficiensy,
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In the past, we have sometimes provided comments of this nawre as part of a draft meeting with
management. Only material internal control issues have been included in our letter. Under these new rules,
we are obligated 10 connnunicate these mwatters in writing o all individuals involved e overseeing
strategic direction and acconttahility for your operations. including the county board members in addition
to our communications with management, This communication Is imended to comply with the
requiremerts of the new auditing standards.

Tu planning and performing vur awdit for the year ended December 31,2007, in accordance with anditing
standards penerally accepted in the United States of America, we eonsidered the Countly’s internal control
over linangial reporting as a basis for designing our auditing procedures for the purpose of expressing our
opitien on the financial statements, but not for the purpese of expressing an opinion on the effectiveness
of the County s interpal control.

Crur consideration of imemal contral was for the limited purpose deseribed in the preceding paragraph
and woukd not necessarily identify all deficiencies in intemnal control that might be signiticant delicienaes
or material weaknesses,

A control defiviency exists when the design or operation of a control does not allow management or
emplovees, in the normal course of performing their assipned lunctions. e prevent or deteet
misslatements on a timely basis,

A signilieant deliciency i a control deficiency, or combmation of contral deficicncies. that adversely
affects the entity’s ability to initiate, avthorize, record. process, or report fnancial data reliabls in
accordance with accounting principles penerally accepted in the Uaited States of Ameriea such that there
is more than a cetote likelihood that a misstatement of the entity’s financial statentents that is more than
inconseguential will nst be prevented or detected by the entity™s internal control.

A material weakness is a significant deficieney. or combimation of significant deficiencics. that results i
more than a remote likelihood that a material misstatement of the finuncial statements will nor be
provented or detected by the entity's internal comiral.

Financial Statement Presentation

As s the ¢ase with many smaller and medium-sized entities, the County o Alpens has historically relied
on Qs independent external audilors (6 assist in the preparation of the government-wide {inaneial
statements and fpotnotes as part of is external lnaucial reporting process. Aceordingly, the sovernment's
ability to prepare fmancial statements i accordance with GAAP is based, in part, on its reliance on it
exiernal auditors, who cannet by definition be considered a part of the government's imternal controls.

As part of our consideration of the mternal control over tinancial reporting. we as auditors are not allowed
1o be considercd 1o be part of the County’s internal conteols. In laking this required position. we must
consider whether the County has the ability, on s own, (o0 monitoe and report financial activity in
accordance with our professional standards without auditor intervention.

The County uses aceounting software senerated Fnaneial stancmenis as a management tool to monitor the
financial status of the County, prepare budgets and to compare currcnt financial trends o historical
itdermation which is appropriate for the County, Due o the complexity of the reguired sovernment-widce
Noancial statements, proprictary fund reporting and  related note disclosures. the County docs not
demonstrate the expertise to repon in accordance with LS, generally accepled accounting prmciples
without auditor iervention,

This condition was caused by the government's decision that 11 1s moree cosr effective w outseurce the
preparation of its annual fnancial statements 1o the auditers than 1o incur the time and cxpense of
oblaiming the necessary training and expertise required lor the sovernment to peelorm this sk imternally.



As g resull, e County lacks internal conirols over the preparation of Nnancial statements in accordance
with GAAP, and mstead relics, i part, on its external anditors for assistance with this ask.

The County has evaluated the cost vy, benefit of cstablishing internal controls over the preparation of
financial statements in accordance with GAAP, and determined that it is in the best interests of the
Counly W outsource this lask o its exrernal auditors, and w carelully review the drafi hinangcial stalements
and notes prior o approving them and accepting responsibility for their content and presentation.

Alpena County Library Investment

The investment policy of the County of Alpena in accordance with (Act 20 of 1943} “lnvestment of
Surplus Funds of Political Subdivisions™ of the Sate of Michigan contains restrictions on what
investments the Comnty can participate in to invest “surplus™ funds, The County Library had surplus
tunds deposited in a2 non-endowed fund established at the Community Foundation tor Nertheast Michigan.

The fund was originally set up to invest monies received by the library carmarked for future capital asse
needs of the libvary.  Hlowever, in addition o these monies. the lbrary also invested ST8.000 of
“surplus™ funds, which in the opinion of lesal counsel. did a0t meet the standards of the county
investment policy, These funds, with the conperatien of the Library Director. have been subsequently
refuened 1o the contre] of the Alpena County Treasurer, [n the future. only specified domations will be
depasited with the foundation in this account, The County 15 encouraged to review the statute {Act 380 of
19137 “Gifls of Property™ that allows aifts of property to be held by the Community Foundation, These
assets remain property of the County and call for the csrabhzhment of an advizory board, including at
least one {1 representative of the County of Alpena.

Imprest Checking Accounts

Ag part of their arrangement to operate independently (tom the County. several component units have
established their own imprest cheeking accounts, These accounts are to be mammamed with a pre-
determined balanee and all checks issued are to be reflected on a voucher drawn from funds on hand with
the County Clerk™s office. We beliove that the balances deposited in these accoums shoukd noet be
increased without knowledge and approval Trom the County, In addition, as part of the monthiy bank
recemeilialion process all component uiits should account for these funds and balance with the County
Treasurer. We have detected certain component units with amounts well in excess of the stited imprest
amowmt.  Fither the aecounting entry should be ehanged @ relect the true balanee held in the imprest
accornt or the excess amount should be returned to the County.

Capital Asset loventory

In Auguost 2000 a captal asset apprasal was completed for the purpose of inclosion o the County’s
govermnment-widk Financial stalements, Since that time, a sehedule of additions and deletions has been
maintaincd by the County @ supplement the original appemisal. We believe that it s in the best inferesis
of the County to commission the taking of another appriisal to invenlony its capital assets. We
recommend that this be undertaken to include the results as pant of tie 2008 Anancial statements,

{Mher Matters

1. Kecent Pronouncements. Fhe Governmerntal Accounting Standards Board and Michigzan Department
of Treasury, in its comtinuing process of updating the accounting principles thar all governments must
adhere oo has sseed the followimg reecmt pronowncements that will have an impact on the way the
County of Alpena maintains s linancial eceords:
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A GASR Statement No. 45 Accounting and Financial Reporting by Employers for
Postemployment Benefits Other Than Pensions.  This statement will require govermmental
wiits to record the cost of benefits (such as health insurance, lile insurance, cte) in the periods
when the related services are received by the emplover if these benelits are not provided for
theough a pension plan. This will require the County o accrue and report an actuarially
compuited liability for any future postemployment benefit ather than pensions, The requirements
of this statement are effective for financial statements of the Coutty of Alpena for the year ended
December 31, 2008,

B, GASR Statcment No. 49 Accounting and Financial Reporting for Pollution Remediation
Ohligations. This statcinent addresses accounting and financial reporting standards for pollution
(including contaminationy remediation obligations, which are obligations to address the current or
potential detrimental effects of existing pellution by participating in pollution remediation
activities such as site assessments and cleanups,  This will require the County 1o capitalize
polbution remediation outlays in the future. The requircments ot his statement are elfective B
financial statements of the County of Alpena for the year endued December 31, 2008,

(. GASB Statcment No. 50 Pension Disclosures — an amendment nf GASE Stateéments Mo, 23
and Ne. 27. This statement more closely aligns the financial reporting reguirements for pensions
wilh thase for other postemplovment bencfits (OPEB} and. in doing so. cohances information
disclosed in notes to lMnancial statemems or presented as reguired  supplememary information.
The requirements of this statement are effective for financial statements of the County of Alpena
for the vear ended December 3 1. 2008,

. GASH Statement No. 51 Accounting and Financial Reporting for Intangible Assets. This
staternient establishes consistent standards as 1o whether intangible asscis ineluding casements.
timher rights, and computer software should be considered capital sssets tor financial reporting
purposes. The requirements of this statement are ¢ffective for financial statements of the County
ol Alpena for the vear ended Deeember 31 2010,

W wish to thank the stafT ol the Caunty of Alpena for their assistance during the audi.

[his renort is intended solely for the information and use of the Board of Commissioners ot the County of
Alpera, Michigan Department of Treasury, Management, and others within the gosernmental unit and is
not intended 1o be and should not be used by anyone other than these speeilied panies. This restriction
not intended to limit the distribution of this report. which upen acceptance by County of Alpena. is a

matter of public record.

We appreciate the opportunity to serve County of Alpena. IF you have any questions. or it we can be of
further service, please do not hesitate @ coneaet us,

Yery truly vours,

‘.5‘5..:.\.....\ :I..\i\u_\ L ‘e v.C.
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To the Board of Commissioners
County of Alpena, Michigan

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED N
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS.

We have audited the financial statements of the govarnmental activities, the business-type activities,
the aggregate discretely presented component units, each major fund. and the aggregate remaining fund
information of the County of Alpena, Michigan, as of and for the year ended Decarnber 31, 2007, which
collectively comprise the County of Alpena, Michigan's basic financial statements and have issued our report
thereon dated May 30, 2008, We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to finantal audits contained in
Govermment Auditing Standards, issued by the Comptroller General of the United States. We did not audit
the financial statements of the Alpena General Hospital, representing 84% of the assets. 54% of the net
assets, and BEY of the revenues of the discretely presented component units, and the Alpena County Road
Commission, representing 31% of the assets, 41% of the net as=ets, and 6% of the revenuss of the discretely
presented componeant units. Those financial statements were audited by other auditors whose report thereon
has been furnished to us. and our opinion. Insofar as it related to the amounts included for the Alpena General
Hospital and the Alpena County Road Commission is based sclely on the report of the other auditors.

Internal Control Over Financial Beporting

In planning and performing cur audit, we considered the County of Alpena, Michigan's internal control
over financial reparting as a basis for designing our auditing procedures for the purpose of expressing our
opimions on the financial statements. but not for the purpose of expressing an opinion on the effectiveness of
the County of Alpena. Michigan's internal contral cver financial reporting.

A conirol deficiency exists when the design or operation of a contral does nat allow managemeant or
employees, in the normal course of performing their assigned functions, to prevent or detect misstatemants on
a timely basis. A significant deficiency is a control deficiency. or combination of conteal deficiencies. that
adversely affects the County of Alpena, Michigan's ability to initiate, autherize. record, process. or report
financial data reliably in accordance with generally accepted accounting principles such that there is mare than
a remote likelihood that a misstatement of the County of Alpena, Michigan's financial statements that is more
than inconsequential will not be prevented or detected by the County of Alpena, Michigan's internal contral.

A material weakness is a significant deftciency. or combination of significant deficiencies. that results
in mare than a remote ikelihood that a material misstatement of the financial statements will not be preventad
or detected by the County of Alpena, Michigan's internal gontre,

Our consideration of internal control over financial reporied was for the limited purpose described in
the first paragraph of this s&ction and would not necessarily identify all deficiencies in internal cantral that
might be significant deficiencies or material weaknesses. YWe did not identify any deficiencies in internal
control over financial reporting that we consider t¢ be material weaknesses, as defined above.

We noted certain matters that we reported ko management of the County of Alpena, Michigan. in a
separate letter daked May 30 2008,



Caompliance and Other Matters

As part of cblaining reasonable assurance about whether the County of Alpena. Michigan's financial
statements are free of material misstaternent, we performed tests of its compliance with certain provisions of
laws. regulations, contracts, and grant agreements. noncompliance with which couwld have a direct and
material effect on the determination of financial statements amounts. However, providing an gpinign on
cormpliance with those provisions was not an objective of our audit and, accordingly, we do not express such
an opimion. The results of our tests disclosed no instances of noncompliance or other matters that are
required o be reported under Government Auditing Standards.

This report is intended solely for the information and use of management, the County Board of
Commissioners, and federal awarding agencies and pass-thiough entities and is not intended to be and
should not be used by anyone other than those specified parties,

&)\A\-ﬂ‘mi\-ﬂ“\ -‘! \_ﬁ,q?ﬂ..

May 30, 2008
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To the Board of Commissioners
County of Alpena, Michigan

REFORT ON COMPLIANCE WITH REQUIREMENTS AFPLICAELE TO EACH MAJOR PROGRAM
AND OM INTERNAL CONTROL OVER COMPLIANCE {N ACCORDANCE WITH OMB CIRCLLAR A-133
AND SUPPLEMENTAL SCHEDULE OF FEDERAL FINANCIAL ASSISTANCE.

Compliance

We have audited the compliance of County of Alpena, Michigan, with the types of compliance
requirements described in the U8 Office of Maragement and Budget {OMB) Circular A-133 Compliance
Supplemeant that are applicable to each of its major federal programs for the year ended Decemier 31, 2007,
County of Alpena, Michigan's major federal programs are identified in the summary of auditor's results section
of the accampanying schedule of findings and guestioned costs. Compliance with the requirerments of laws,
regulations, contracts and granks applicable ko each of its major federal programs is the responsibiity of
County of Alpena. Michigan's management. Our responsibility is to express an opinion on County of Alpena,
Michigan's compliance based on gur audit,

The County of Alpena, Michigan's basic financial statements include the operations of the Alpena
County Road Commission. which received § 1.288.624 in federal awards, which is not included in the
scheduie during the year ended December 31, 2007 Qur audit, described below, did not include the
operations of the Alpena County Road Commission hecause they engaged other auditars o parform an audit
in accordance with (OMB) Gircular A-133.

We conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America; the standards applicable to financial audits contained in Govermmernt Auditing
Standards, issued by the Comptroller General of the United States: and OMB A-133 Audits of States. Local
Goveraments, and Non-Frofit Organizations. Those standards and OMB circular A-133 require that we plan
and perform the audit to obtain reasonable sssurance about whether noncompliance with the types of
compliance requirements referred to above could have & direct and matenial effect on a major federal program
oecwrrred. An audit includes examining, on a test basis. evidence about the County of Alpena, Michigan's
compliance with those requirements and performing such other procedures as we considered necessary in the
circumstances We believe that our audit provides a reasonable basis for our opinion. Our audit does not
provide a legal determination on the County of Alpana, Michigan's compliance with those requirements.

In our opinian, County of Alpena, Michigan, complied, in all material respects. with the requirements
referred {0 above that are applicable to each of its major federal financial assistance programs for the year
ended Decermber 31, 2007,

Internal Control Sver Compliance

The managemant of the County of Alpena, Michigan, is responsible for establishing and maintairing
gffective internal contral over compliance with requirements of laws, regulations, contracts and grants
apphicable to federal programs. In planning and performing our audit, we considered the County of Alpena.
Michigan's internal control over complianse with requirements that could have a direct and materiz! effect ona
major federal program in order to determine our suditing procedures for the purpose of expressing our opinion
on compliance, but notfor the purpose of expressing an opinion on the effectivenass of the County of Alpena,
Michigan's internal control aver compliance.
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A control deficiency in an entity's internal contral over compliance exists when the design ar aperation
of a control does not allow management or employees. in the narmal course of parforming their assigned
functions, to prevent or detect noncom pliance with a type of compliance requirement of a federal program on a
timely basis. A significant deficiency is a conlrol deficiency, or combination of control deficiencies, that
adversely affects the entity's ability to administer a federal program such that there is more than a remote
likelihood that noncompliance with a type of compliance requirement of a federal program that is more than
inconsequential will not be preventad or detected by the entity's internal contral.

& material weakness is a significant deficiency, or combination of significant deficiencies, that results
in more than a remote likelihood that material noncompliance with a type of compliance reguirement of a
federal pregram will not be prevented or detected by the entity s internal contral.

Our consideration of internal sontral over compliance was for the limited purpose described in the first
paragraph of this section and would not necessarlly identify all deficiencigs in internal cantrol that might be
significant deficiencies or material weaknesses, We did not identify any deficiencies in internal control aver
comphiance that we consider to be malerial weaknesses, as defined above.

Schedule of Federal Financial Assistance

We have audited the financial statements of the governmental activities. the business-type activities,
the aggregate discretely presented component units, each major fund, and the aggregate remaining fund
mformation of the County of Alpena, Michigan, as of and for the year ended December 31, 2007, which
collectively comprise the County of Alpena, Michigan's basic financial statements and have issued cur report
thereon dated May 30, 2008, OQur audit was performed for the purpose of forming opinions on the financial
statements that collectively comprise the County of Alpena, Michigan's, basic financial statements. The
accompanying schedule of Federal Financial Assistance is presented for the purposes of additional aralysis
as required by OMB Circular A-133 and is not 2 required part of the basic financial statements. Such
information has besn subjected to the auditing procedures appiied in the audit of the basic financis
statermnents and, in our opinion, is faily stated. in all material respects, in relation to the basic financial
staternents {aken as a whole,

This report is ittended solely for the information and use of management, the County Board of
Commissioners, and federal awarding agencies and pass-through entities and is not intended to be and
should not be used by anyone other than those specified parties.

‘3&&\-\‘1\-5\1..\ AN X

May 30, 2008



County of Alpena

SCHEDULE OF FEDERAL FINANCIAL ASSISTANCE

For the year ended December 31, 2007

Federal Pass-Through Program
CFDA Grantor's or Award
Federal Grantor/Pass Through Grantor/Program Title Number Number Amount
U.S. Department of Agriculture
Direct program:
Rural Development Housing Preservation Program 10.433
Rural Development Housing - 06/07 $ 17,342
17,342
Passed through State of Michigan
Department of Community Health:
Special Supplemental Nutrition Program 10.557
4275-W.1.C. - 06/07 XX4W1006 267,153
4275-W.1.C. - 07/08 XX4W1006 257,608
524,761
Total U.S. Department of Agriculture 542,103
U.S. Department of Housing and Urban Development
Passed through Michigan State Housing
Development Authority:
Community Development Block Grant 14.228 MSC 07-0756-HOA 200,000
Total U.S. Department of Housing
and Urban Development 200,000
U.S. Department of Justice
Passed through State of Michigan
Department of Human Services:
Juvenile Accountability Incentive Block Grants 16.523
JAIBG - Juvenile grant - 06/07 JABGN 06-04001 6,306
JAIBG - Juvenile grant - 06/07 JABGN 07-04001 8,129
JAIBG - Juvenile grant - 07/08 JABGN 07-04001 3,948
18,383
Juvenile Justice and Delinquency Prevention 16.540
Juvenile Delinquency Prevention Task Force 43IN7200500 30,000
Total Passed Through State of Michigan
Department of Human Services 48,383

* Major Program




Revenue Accrued

(Deferred) at

Prior
Year (s)

Revenue Accrued

(Deferred) at

Total

Dec. 31,2006 Expenditures Receipts Expenditures Dec. 31,2007 Expenditures
$ 5,000 5,000 17,342 $ 12,342 $ - $ 17,342
5,000 5,000 17,342 12,342 - 17,342

- 64,800 202,353 202,353 - 267,153

- - 64,401 64,401 - 64,401

- 64,800 266,754 266,754 - 331,554

5,000 69,800 284,096 279,096 - 348,896

- - 30,315 30,315 - 30,315

- - 30,315 30,315 - 30,315

1,930 2,894 5,342 3,412 - 6,306

- - 8,129 8,129 - 8,129

- - - 3,948 3,948 3,948

1,930 2,894 13,471 15,489 3,948 18,383

- - 22,648 22,648 - 22,648

1,930 2,894 36,119 38,137 3,948 41,031

See the accompanying notes to Schedule of Federal Assistance.
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County of Alpena
SCHEDULE OF FEDERAL FINANCIAL ASSISTANCE

For the year ended December 31, 2007

Federal Pass-Through Program
CFDA Grantor's or Award
Federal Grantor/Pass Through Grantor/Program Title Number Number Amount
U.S. Department of Justice - (continued)
Passed through State of Michigan
Department of Community Health:
Byrne Formula Grant Program 16.579
Huron Undercover Narcotics Team
Multi Jurisdictional Task Force - 06/07 70874-9-07-B $ 165,000
Multi Jurisdictional Task Force - 07/08 70874-9-08-B 165,000
Total Passed Through State of Michigan
Department of Community Health 330,000
Total U.S. Department of Justice 378,383
U.S. Environmental Protection Agency
Passed through Michigan Department of
Environmental Quality:
Capital Grant for Drinking Water Revolving Fund 66.468
Capacity Development - 06/07 FS 97548704 900
900
Operator Certification Expense Reimbursement 66.471
Operator Certification - 06/07 CT 975861 9,800
9,800
Beach Monitoring and Notification Program 66.472
Great Lakes Beach Monitoring Project - 06/07 CU 97592401 12,266
12,266
Total U.S Environmental Protection Agency 22,966
U.S. Department of Health and Human Services
Passed through State of Michigan
Department of Community Health:
Family Planning Services 93.217
4281-Family Planning - 06/07 05HO00173 61,852
4281-Family Planning - 07/08 05HO00173 66,691
128,543

* Major Program



Revenue Accrued
(Deferred) at

Prior
Year (s)

Revenue Accrued
(Deferred) at

Total

Dec. 31,2006 Expenditures Receipts Expenditures Dec. 31,2007 Expenditures
$ 3,958 $ 4,086 $ 144,507 $ 140,549 - $ 144,635
- - - 3,280 3,280 3,280

3,958 4,086 144,507 143,829 3,280 147,915

5,888 6,980 180,626 181,966 7,228 188,946

- - 352 352 - 352

- - 352 352 - 352

- - 5,600 5,600 - 5,600

- - 5,600 5,600 - 5,600

- - 12,266 12,266 - 12,266

- - 12,266 12,266 - 12,266

- - 18,218 18,218 - 18,218

- 12,654 49,198 49,198 - 61,852

- - 16,672 16,672 - 16,672

- 12,654 65,870 65,870 - 78,524

See the accompanying notes to Schedule of Federal Assistance.
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County of Alpena

SCHEDULE OF FEDERAL FINANCIAL ASSISTANCE

For the year ended December 31, 2007

Fixed Unit - AIDS/HIV Prevention - 06/07
Fixed Unit - AIDS/HIV Prevention - 07/08

* Major Program

U62-CCU523464
U62-CCU523464

Federal Pass-Through Program
CFDA Grantor's or Award
Federal Grantor/Pass Through Grantor/Program Title Number Number Amount
U.S. Department of Health and Human Services - (continued)
Childhood Immunization Grants 93.268
1300-Immunization - IAP - 06/07 H23 CCH522556 26,830
1300-Immunization - IAP - 07/08 H23 CCH522556 25,340
1340-Immunization Vaccine Handling - 07/08 H23 CCH522556 2,863
Fixed Unit - Immunization AFIX - 06/07 5H23 IP522556 -
Fixed Unit - Immunization AFIX - 07/08 5H23 IP522556 -
Vaccines provided - 06/07 5H23 IP522556 -
55,033
Centers for Disease Control and Prevention -
Investigations and Technical Assistance 93.283
1351-BCCCP Coordination - 06/07 U57 CCU506738 32,107
1351-BCCCP Coordination - 07/08 FIX ME 35,308
1353-Cancer Family Planning - 06/07 U57 CCU506738 1,980
1353-Cancer Family Planning - 07/08 FIX ME 1,650
1355-Cancer Colorectal Cancer - 06/07 U55 CCU516027 10,000
1357-Cancer Wisewoman Coord - 06/07 U58 CCU522826 22,292
1357-Cancer Wisewoman Coord - 07/08 FIX ME 31,500
1589-Bioterrorism Pandemic Flu - 06/07 CCuU517018 60,411
1589-Bioterrorism Pandemic Flu - 07/08 CCuU517018 55,054
1590-Bioterrorism Focus A - 06/07 CCU517018 159,864
1590-Bioterrorism Focus A - 07/08 CCuU517018 134,228
342,751
Medical Assistance Program 93.778
4356-Case Management Services - 06/07 5XX05M15048 16,749
4356-Case Management Services - 07/08 5XX05MI15048 18,550
Fixed Unit - CSHCS Care Coordination - 06/07 50705MI5078 -
Fixed Unit - CSHCS Care Coordination - 07/08 50805MI15078 -
Fixed Unit - Medicaid Outreach - 06/07 50705MI5078 -
Fixed Unit - Medicaid Outreach - 07/08 50805MI15078 -
35,299
HIV Prevention Health Department Based 93.940




Revenue Accrued
(Deferred) at

Prior
Year (s)

-11-

Revenue Accrued
(Deferred) at

Total

Dec. 31,2006 Expenditures Receipts Expenditures Dec. 31,2007 Expenditures
$ - $ 6,707 20,123 $ 20,123 $ - $ 26,830
- - 6,335 6,335 - 6,335

- - 5,400 5,400 - 5,400

- - - 250 250 250

- - 596,068 596,068 - 596,068

- 6,707 627,926 628,176 250 634,883

- 8,028 24,079 24,079 - 32,107

- - 8,826 8,826 - 8,826

- 414 1,566 1,566 - 1,980

- - 414 414 - 414

- - 10,000 10,000 - 10,000

- 466 21,826 21,826 - 22,292

- - 7,875 7,875 - 7,875
15,139 15,139 60,411 45,272 - 60,411
- - 16,515 16,515 - 16,515

- 40,758 119,106 119,106 - 159,864

- - 40,269 40,269 - 40,269
15,139 56,777 237,713 222,574 - 279,351
- 4,222 12,527 12,527 - 16,749

- - 4,637 4,637 - 4,637
4,100 4,100 23,600 23,900 4,400 28,000
- - - 6,500 6,500 6,500
5,240 5,240 19,696 25,679 11,223 30,919
- - - 8,158 8,158 8,158
9,340 13,562 60,460 81,401 30,281 94,963
26 26 127 195 94 221

- - - 128 128 128

26 26 127 323 222 349

See the accompanying notes to Schedule of Federal Assistance.
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County of Alpena
SCHEDULE OF FEDERAL FINANCIAL ASSISTANCE

For the year ended December 31, 2007

Federal Pass-Through Program
CFDA Grantor's or Award
Federal Grantor/Pass Through Grantor/Program Title Number Number Amount

U.S. Department of Health and Human Services - (continued)

Passed through State of Michigan
Department of Community Health - (continued):

Maternal and Child Health Services 93.994
4262-Local MCH - 06/07 B1IMIMCHS 62,039
4262-Local MCH - 07/08 B1MIMCHS 62,039
4281-Family Planning - 06/07 B1MIMCHS 12,521
4356-Case Management Services - 06/07 B1MIMCHS 11,135
4356-Case Management Services - 07/08 B1MIMCHS 9,943
157,677

Total Passed Through State of Michigan
Department of Community Health 719,303
Passed through State of Michigan
Department of Human Services:

Promoting Safe and Stable Families * 93.556
Day One - Alpena County - 06/07 CAN 05-04001 98,578
98,578

Temporary Assistance for Needy Families *93.558
0-3 Toddler - Alpena County - 06/07 CTFPR 05-04001 123,244
0-3 Toddler - Alpena County - 07/08 CTFPR 05-04001 123,244
0-3 Toddler - Montmorency County - 06/07 CTFPR 05-60001 71,371
0-3 Toddler - Montmorency County - 07/08 CTFPR 05-60001 71,371
Day One - Alpena County - 06/07 CAN 05-04001 69,499
458,729

Child Support Enforcement *93.563
Friend of the Court - 06/07 CS/FOC-07-04001 465,043
Friend of the Court - 07/08 CS/FOC-08-04001 580,247
Friend of the Court - Incentive - 04/05 CS/FOC-05-04001 10,436
Friend of the Court - Incentive - 05/06 CS/FOC-06-04001 16,136
Friend of the Court - Incentive - 06/07 CS/FOC-07-04001 66,581
Friend of the Court - Incentive - 07/08 CS/FOC-08-04001 16,645
Prosecuting Attorney - 06/07 CS/PA-07-04002 41,928
Prosecuting Attorney - 07/08 CS/PA-08-04002 13,105
1,210,121

* Major Program
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Revenue Accrued Prior Revenue Accrued
(Deferred) at Year (s) (Deferred) at Total
Dec. 31,2006 Expenditures Receipts Expenditures Dec. 31,2007 Expenditures
$ - $ 13,812 $ 48,227 $ 48,227 $ - $ 62,039
- - 15,510 15,510 - 15,510
- 3,130 9,391 9,391 - 12,521
- 2,783 8,352 8,352 - 11,135
- - 2,485 2,485 - 2,485
- 19,725 83,965 83,965 - 103,690
24,505 109,451 1,076,061 1,082,309 30,753 1,191,760
12,418 30,109 80,887 68,469 - 98,578
12,418 30,109 80,887 68,469 - 98,578
3,823 34,634 92,434 88,611 - 123,245
- - - 36,290 36,290 36,290
- 19,446 51,925 51,925 - 71,371
- - 17,843 16,871 (972) 16,871
8,756 21,228 57,027 48,271 - 69,499
12,579 75,308 219,229 241,968 35,318 317,276
70,268 105,076 430,235 359,967 - 465,043
- - - 96,142 96,142 96,142
10,436 10,436 10,436 - - 10,436
- - 16,136 16,136 - 16,136
16,815 16,815 66,581 49,766 - 66,581
- - 16,645 16,645 - 16,645
8,028 11,669 38,287 30,259 - 41,928
- - - 13,105 13,105 13,105
105,547 143,996 578,320 582,020 109,247 726,016

See the accompanying notes to Schedule of Federal Assistance.



-14-
County of Alpena
SCHEDULE OF FEDERAL FINANCIAL ASSISTANCE

For the year ended December 31, 2007

Federal Pass-Through Program
CFDA Grantor's or Award
Federal Grantor/Pass Through Grantor/Program Title Number Number Amount
U.S. Department of Health and Human Services - (continued)
Passed through State of Michigan
Department of Human Services - (continued)
Foster Care 93.658
Prosecuting Attorney - 06/07 PRO/FC-05-04001 $ 4,131
Prosecuting Attorney - 07/08 PRO/FC-05-04001 977
5,108
Total passed through State of Michigan
Department of Human Services 1,772,536
Total U.S. Department of Health and Human Services 2,491,839
U.S. Department of Homeland Security
Passed through Michigan State Police
Emergency Management Division:
Emergency Management Performance Grants 97.042
Local Assistance Grant - 06/07 120204-007 6,638
6,638
Total U.S. Department of Homeland Security 6,638

Total Federal Financial Assistance

* Major Program

$ 3,641,929




Revenue Accrued
(Deferred) at

Prior
Year (s)

Revenue Accrued
(Deferred) at

Total

Dec. 31,2006 Expenditures Receipts Expenditures Dec. 31,2007 Expenditures

$ 434 $ 1,061 $ 3,504 $ 3,070 $ - $ 4,131
- - 421 977 556 977

434 1,061 3,925 4,047 556 5,108

130,978 250,474 882,361 896,504 145,121 1,146,978

155,483 359,925 1,958,422 1,978,813 175,874 2,338,738

- - 6,638 6,638 - 6,638

- - 6,638 6,638 - 6,638

- - 6,638 6,638 - 6,638

$ 166,371 $ 436,705 $ 2,478,315 $ 2,495,046 $ 183,102 $ 2,931,751

See the accompanying notes to Schedule of Federal Assistance.
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County of Alpena

NOTES TO SCHEDULE OF FEDERAL FINANCIAL ASSISTANCE

NOTE 1--SIGNIFICANT ACCOUNTING POLICIES
A. BASIS OF PRESENTATION

The accompanying schedule of federal financial assistance includes the federal grant activity of the County of
Alpena, Michigan and is presented on the accrual basis of accounting. The information in this schedule is
presented in accordance with the requirements of OMB Circular A-133, Audits of States, Local Governments,
and Non-Profit Organizations. Therefore, some amounts presented in this schedule may differ from amounts
presented in, or used in the preparation of, the basic statements. All federal financial assistance received
directly from federal agencies as well as federal financial assistance passed through other governmental
agencies are included on the schedule.

For the audit period ended December 31, 2007 the County of Alpena, Michigan's dollar threshold for larger
Federal programs, which were regarded as Type A programs, were programs with Federal awards expended
during the audit period which exceeded $300,000. All other Federal programs were regarded as Type B
programs. No federal programs were considered to be high-risk and the determination was made that major
programs were all Type A programs and additional Type B programs to encompass at least 25% of the total
federal awards expended. During the year ended December 31, 2007, the County of Alpena, Michigan
expended 36% of its total expenditures of Federal Awards programs audited as Major programs.

B. CFDA
This refers to the Catalog of Federal Domestic Assistance.
C. RECEIPTS

Current year receipts represent cash/payments-in-kind received from Federal sources during the period
January 1, 2007 through December 31, 2007.

NOTE 2--MICHIGAN DEPARTMENT OF TRANSPORTATION PASS - THROUGH GRANTS

It is required by the Michigan Department of Transportation (MDOT) that Road Commissions report total
federal awards for Highway, Research, Planning and Construction pertaining to their County. However, only
the federal financial assistance applicable to force account expenditures is required to be audited for
compliance under the Single Audit Act through Road Commission procurement. The reason for this
requirement is that the Road Commission is required to have accounting and administrative control over the
force account portion while the balance is administered by (MDOT).

During the year ended December 31, 2007, the Road Commission of the County of Alpena, Michigan had less
than $500,000 of applicable federal awards for local force expenditures. As a result, an audit for compliance
under the Single Audit Act is not required.

During the year ended December 31, 2007, (MDOT) expended $ 1,288,624 representing U.S. Department of
Transportation Federal Highway grant money on public road improvements projects which were administered
by the Michigan Department of Transportation. These expenditures are not included in the County of Alpena,
Michigan’s Schedule of Federal Financial Assistance for the year ended December 31, 2007.
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County of Alpena

NOTES TO SCHEDULE OF FEDERAL FINANCIAL ASSISTANCE

NOTE 3--MICHIGAN DEPARTMENT OF TRANSPORTATION PASS - THROUGH GRANTS

It is required by the Michigan Department of Transportation (MDOT) that Airports report total federal awards
for Small Community Air Service Development Pilot Program pertaining to their County. However, only the
federal financial assistance applicable to force account expenditures is required to be audited for compliance
under the Single Audit Act through Airport procurement. The reason for this requirement is that the Airport is
required to have accounting and administrative control over the force account portion while the balance is
administered by (MDOT).

During the year ended December 31, 2007, (MDOT) expended $ 707,750 representing U.S. Department of
Transportation Federal Small Community Air Service Development Pilot Program projects which were
administered by the Michigan Department of Transportation. These expenditures are not included in the
County of Alpena, Michigan’s Schedule of Federal Financial Assistance for the year ended December 31,
2007.

NOTE 4--MICHIGAN FAMILY INDEPENDENCE AGENCY/TITLE IV-D COOPERATIVE REIMBURSEMENT
GRANTS

Grant funds received from the State of Michigan Department of Human Services for Child Support
Enforcement CFDA # 93.563 are comprised of both federal and state revenue. The following is a
summary of grant activity:

Net FIA IV-D Reimbursement

Contract Number Expenditures Federal State Total County Share

CSFOC-07-04001 $ 704,610 $465,043 $ - $465,043 $239,567
CSFOC-07-04001 7,119 - 7,119 7,119 -
CSFOC-08-04001 145,669 96,142 - 96,142 49,527
CSFOC-08-04001 16,645 16,645 - 16,645 -
CSFOC-05-04001 10,436 10,436 - 10,436 -
CSFOC-06-04001 16,136 16,136 - 16,136 -
CSFOC-07-04001 66,581 66,581 - 66,581 -
CSPA-07-04002 63,527 41,928 - 41,928 21,599
CSPA-07-04002 625 - 625 625 -
CSPA-08-04002 15,400 8,649 - 8,649 6,751
CSPA-08-04002 4,456 4,456 - 4,456 -
Totals $1,051,204 $726,016 $7,744 $ 733,760 $317,444
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County of Alpena

NOTES TO SCHEDULE OF FEDERAL FINANCIAL ASSISTANCE

NOTE 5--RELATIONSHIP TO GENERAL PURPOSE FINANCIAL STATEMENTS

Federal financial assistance revenues are reported in the County's basic financial statements as follows:

Governmental Funds
General Fund
Special Revenue Funds:
Airport
Housing Commission

Component Units (Operating grants):
Health Department
Road Commission
Friend of the Court
Family Division — Juvenile

Total Federal Revenues

NOTE 6--RECONCILIATION

Federal
Revenues

$ 50,002

733,431
42,657
826,090

1,081,650
1,288,624
538,656
42,184
2,951,114

$3,777,204

Certain grants are comprised of both federal and state revenue. The percentage of this revenue mix varies
from program to program and is not always easily identifiable. Consequently, certain federal grants may be
classified as state grants in the general purpose financial statements. The following shows a reconciliation of
revenues per the December 31, 2007 audited financial statements to expenditures per the Schedule of

Federal Financial Assistance:

Federal Revenue as reported in the audited
financial statements at December 31, 2007.

Alpena County Regional Airport Passenger Facility Charges
not reported under the Single Audit.

Alpena County Regional Airport Federal Grants Funds
administered by the Michigan Department of Transportation

Alpena County Road Commission Federal Grants Funds
administered by the Michigan Department of Transportation.

Grant Funds previously reported as State funds received from the
Michigan Department of Community Health determined to
be a federally funded grant.

Value of vaccine provided by the Michigan Department of Community
Health not previously reported as revenue on the financial statements

Expenditures per Schedule of Federal Financial Assistance

$ 3,777,204

$

(25,681)

(707,750)

(1,288,624)

143,829

596,068

2,495,046
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County of Alpena
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the year ended December 31, 2007

A. Summary of Audit Results

1.

8.

9.

The auditors' report expresses an unqualified opinion on the financial statements of the County of
Alpena, Michigan.

No reportable conditions relating to the audit of the financial statements are reported in the Report on
Internal Control over Financial Reporting and on Compliance and Other Matters Based on an Audit
of Financial Statements Performed in Accordance with Government Auditing Standards.

No instances of noncompliance material to the financial statements of the County of Alpena,
Michigan, which would be required to be reported in accordance with Government Auditing
Standards, were disclosed during the audit.

No reportable conditions in internal control over Major Programs are reported in the Report on
Compliance with Requirements Applicable to each Major Program and Internal Control over
Compliance in Accordance with OMB Circular A-133 and Supplementary Schedule of Federal
Financial Assistance.

The Auditors' Report on Compliance for Major Programs expresses an unqualified opinion.

The Auditors' report disclosed no instances of findings relative to the major federal award programs
required to be reported under OMB Circular A-133.

Programs tested as major programs:

Promoting Safe and Stable Families CFDA #93.556
Temporary Assistance for Needy Families CFDA #93.558
Child Support Enforcement CFDA #93.563

The threshold for distinguishing Type A and Type B Programs was $300,000.

The County of Alpena, Michigan was determined to be a low-risk auditee.

B. Summary of Findings Relating to the Financial Statements.

There were no findings relating to the financial statements which are required to be reported under
generally accepted government auditing standards.

We noted certain matters that we reported to management of the County of Alpena, Michigan, in a
separate letter dated May 30, 2008.

C. Findings and Questioned Costs of Major Federal Award Programs.

There were no findings or questioned costs related to the major federal award programs for the year
ended December 31, 2007.
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County of Alpena
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the year ended December 31, 2007

D. Other Matters of Internal Control over Financial Reporting.
Financial Statement Presentation

As is the case with many smaller and medium-sized entities, the County of Alpena has historically relied on its
independent external auditors to assist in the preparation of the government-wide financial statements and
footnotes as part of its external financial reporting process. Accordingly, the government's ability to prepare
financial statements in accordance with GAAP is based, in part, on its reliance on its external auditors, who
cannot by definition be considered a part of the government's internal controls.

As part of our consideration of the internal control over financial reporting, we as auditors are not allowed to be
considered to be part of the County’s internal controls. In taking this required position, we must consider
whether the County has the ability, on its own, to monitor and report financial activity in accordance with our
professional standards without auditor intervention.

The County uses accounting software generated financial statements as a management tool to monitor the
financial status of the County, prepare budgets and to compare current financial trends to historical information
which is appropriate for the County. Due to the complexity of the required government-wide financial
statements, proprietary fund reporting and related note disclosures, the County does not demonstrate the
expertise to report in accordance with U.S. generally accepted accounting principles without auditor
intervention.

This condition was caused by the government's decision that it is more cost effective to outsource the
preparation of its annual financial statements to the auditors than to incur the time and expense of obtaining
the necessary training and expertise required for the government to perform this task internally.

As aresult, the County lacks internal controls over the preparation of financial statements in accordance with
GAAP, and instead relies, in part, on its external auditors for assistance with this task.

The County has evaluated the cost vs. benefit of establishing internal controls over the preparation of financial
statements in accordance with GAAP, and determined that it is in the best interests of the County to outsource
this task to its external auditors, and to carefully review the draft financial statements and notes prior to
approving them and accepting responsibility for their content and presentation.
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County of Alpena
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

For the year ended December 31, 2007

There were no findings or questioned costs in the prior year.
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County of Alpena
CORRECTIVE ACTION PLAN

For the year ended December 31, 2007

A Corrective Action Plan is not required since there are no findings or questioned costs.
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County of Alpena

Schedule of Grant Number MSC 07-0756-HOA

Application of Community Development Block Grant Funds

For the Grant Period January 1, 2007 Through December 31, 2007

Approved Funds Expended Unexpended
Budget To Date Balance
Activity
Homeowner Assistance :
Rehabilitation $ 164,000 $ 25,691 $ 138,309
Administrative Costs 36,000 4,624 31,376
Total $ 200,000 $ 30,315 $ 169,685
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